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This thesis explores the strategies which entrepreneurs in Vietnam‟s small 
cities and towns have used in order to secure their economic success since the start of 
Doi Moi in the late 1980s, in a context where the private sector still experiences many 
institutional constraints imposed by the state. While past studies tend focus on 
analyzing institutional conditions in explaining the development of the private sector, 
there has been a lack of attention to the agency of entrepreneurs in accounting for 
their own success, and their contribution to institutional changes in Vietnam over 
time. Using data from five months of fieldwork in six small cities and towns in 
Vietnam‟s northern and northern-central provinces, I analyze the strategies which 
private entrepreneurs in Vietnam‟s small cities and towns use in order to create 
profitable businesses and viable organizations. Using the concept of institutional 
entrepreneurship as the main analytical framework, I examine how entrepreneurs 
interact with market and non-market institutions in order to achieve their goals and 
objectives. I argue that, firstly, through their efforts at negotiating with institutional 
rules, private entrepreneurs maneuver to access resources within the limitations 
imposed by the Vietnamese state. Secondly, through their innovations in the 
marketplace, private entrepreneurs create their niche and contribute to the making of 
market institutions in Vietnam‟s newly formed market economy. Thirdly, as private 
entrepreneurs expand and diversify their businesses, they become increasingly 
important as actors in the national economy, which contributes to legitimizing the role 
of entrepreneurship in Vietnam. Besides contributing to our understanding of how and 
why the private sector has expanded, this study also contributes to the existing 
literature by demonstrating how entrepreneurs have been important instigators of 
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CHAPTER 1: INTRODUCTION 
 
“The answers to our [current economic problems] … exist in our laboratories 
and universities; in our fields and our factories; in the imaginations of our 
entrepreneurs and the pride of the hardest-working people on Earth.”  
[Emphasis added] 




I. Entrepreneurship in Social and Academic Discourse 
 
Entrepreneurship has become a buzzword these days. In developed countries, 
it is promoted as a solution to economic crises. In developing countries, it is 
increasingly recognized as a potential force in national development. The notion of 
entrepreneurship has not always had the positive connotation it enjoys today. 
Historically, entrepreneurs were not regarded as enhancing society‟s well-being. Ever 
since Aristotle introduced the idea of economic activity as a „zero-sum-game‟, that is, 
one man‟s gain is another man‟s loss, the pecuniary return to entrepreneurship, that is, 
making a profit, has often been perceived as robbery (Praag, 2005). During feudalistic 
periods, in Chinese and Vietnamese societies, traders and merchants, whose profit-
seeking activities embodied the spirit of entrepreneurship, were ranked at the bottom 
of the social hierarchy of scholar – peasant –artisan – trader (si – nong – cong - 
thuong). More recently, in socialist states, entrepreneurs were associated with the 
capitalist class, and hence their activities were marginalized or banned by laws. In 
capitalist states, there was recognition of the entrepreneurial role. However, for some 
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time since the writing of Adam Smith and Karl Marx‟s analysis of capitalism as 
central to economic production relations, the entrepreneurial function was submerged, 
or jumbled unhelpfully with that of capitalist (Kirnerz, 1979). For some time, it was 
the capitalists that figured prominently in economic analysis, not the entrepreneurs. In 
recent years, in contrast, entrepreneurship has been popularly described as a catalyst 
for growth, an answer to socio-economic problems, and a resource for nation-
building. Successful entrepreneurs are now portrayed as exemplary role models 
worthy of admiration and emulation. The phenomenal rise of entrepreneurship can be 
observed in catchphrases such as “the entrepreneurial revolution” and “the global 
entrepreneurship movement” used in today's business literature (Kurato, 2009). 
 
In sociological studies, Weber‟s (1930) analysis of ascetic Protestantism‟s 
contribution to the entrepreneurial spirit has become a classic. Particularly since the 
early 1970s, with the emergence of entrepreneurship study as an academic field, 
sociological analyses of the entrepreneurial phenomena have become multifaceted 
(Aldrich, 2005). Aside from the emphasis on general aspects, it has been recognized 
that entrepreneurial practice differs from place to place, sensitive to the social, 
political and economic conditions of its immediate environment. Thus, one way to 
study entrepreneurship is to study it in the specific context of a region or a country. 
For this project, I conduct a qualitative research on entrepreneurs in Vietnam‟s small 
cities and towns.  
 
After twenty five years since the start of “Doi Moi” (Renovation) in 1986, 
Vietnam has transitioned from being one of the poorest developing countries to one of 
the fastest growing economies in the world. In this process, the domestic private 
sector has emerged, developed and grown to become one of the most dynamic sectors 




in Vietnam‟s economy today  (Wiranto, 2011). This dynamic growth of the domestic 
private sector
2
 appears puzzling and paradoxical when set in contrast to the 
constrained institutional environment in which this sector operates (Arkadie & 
Mallon, 2003;Hakkala, 2007; Kim, 2008). An important source of constraints for the 
private sector comes from the state‟s laws and policies which privileges state-owned 
enterprises with preferential access to key resources, at the expense of private 
enterprises. Despite such an unfavorable landscape, the private sector still grows 
rapidly. Not only that, the growth in prominence and importance of the private sector 
has led the state to adopt more favorable policies towards it over time (Le, 2009). 
Explanations for this phenomenon have tended to focus on analyzing institutional 
conditions, such as the role of public-private networks, policy reforms, and formal 
and informal institutions in shaping the private sector‟s development (Arkadie & 
Mallon, 2003;  Beresford, 2008; Gainsborough, 2003;  Kim, 2008;  Le, 2009; Painter, 
2005). There was, however, a lack of attention given to the role of entrepreneurs 
themselves in economic developments. While institutional analyses presume that, 
given the right conditions, entrepreneurialism will be fostered, theses analyses 
overlook the agency of entrepreneurs - how entrepreneurs interact with existing 
institutions and how they contribute to the evolution of these institutions in the 
process. 
 
To address this gap, the present thesis focuses on studying the agency of 
private entrepreneurs in accounting for their own success and for the success of the 




 The term domestic private sector is used here to differentiate this sector from the “foreign investment 
sector”, which is also private, but with the involvement of foreign investment capital and management. 
In subsequent discussions, I use the term “private sector” to refer to the domestic private sector for 
short. For an overview of the different sectors in Vietnam‟s economy, see p.23. 




private sector in general. Using the concept of “institutional entrepreneurship”3, I 
examine how entrepreneurs interact with market and non-market institutions
4
 in order 
to achieve their goals and objectives; and how these activities affect institutional 
changes over time. I argue that, firstly, private entrepreneurs maneuver around 
existing institutional rules
5
 in order to access resources which are restricted to them 
due to limitations imposed by the Vietnamese state. The results are selective and 
creative ways of using existing institutional rules to serve individual enterprises‟ 
interests. Secondly, private entrepreneurs continuously innovate their products, 
organizations and the way they do business in order to create their market niche. By 
these innovations, entrepreneurs contribute to the making of new market institutions 
in Vietnam. Thirdly, private entrepreneurs continuously expand and diversify their 
businesses in order to stay competitive and maximize profits. Over time, this leads to 
the growth, greater autonomy, and increasing importance of the private sector as a 
whole. As the private sector becomes more autonomous and important as economic 
actors, their voice becomes more influential to the state. Private entrepreneurs, 
especially the powerful, organized and resourceful ones, have more opportunities to 
directly participate in political and legal processes. This means new and added 




 Institutional entrepreneurship examines the role of actors with key strategic resources or power in the 
creation of new institutions (DiMaggio, 1988 in Kshetri, 2009, p.244). Besides recognizing the role of 
organized actors  with sufficient resources (institutional entrepreneurs) to directly influence the creation 
of new institutions to realize their interests, recent studies suggest that entrepreneurs can also change 
social or economic institutions in the process of starting or expanding their own individual businesses 
(Bartley 2007; Daokui et al., 2006; Svejenova et al. 2007 in Kshetri, 2009). 
4
 The term institution used in this thesis adopts the definition by North (1990 in Yang, 2007, p. 54): 
“Institutions are the rules of the game in a society or, more formally, are the human devised constraints 
that shape human interaction. In consequence, they structure incentives in human exchange, whether 
political, social, economic.”  
 
5
 The term institutional rules used in this thesis refer to state laws, regulations and policies which 
govern individuals and organizations‟ economic activities. 




channels through which private entrepreneurs can contribute to the changing and 
making of new institution. 
 
Thus, in pursuit of their economic objectives, entrepreneurs actively engage 
and interact with various market and non-market institutions. This analysis of 
entrepreneurs‟‟ actions and strategies is aligned with Granovetter‟s conceptualization 
of „embeddedness‟ (Granovetter, 1985), which emphasizes how economic activities 
are embedded in social structures, and hence necessitating  entrepreneurs‟ 
engagement and interaction with different types of market as well as non-market 
institutions. Beyond that, this study also demonstrates how, in the process of carrying 
out their economic activities and interacting with institutions, entrepreneurs‟ actions 
can affect institutional changes. Thus, besides contributing to our understanding of 
how and why the private sector has expanded, this study also contributes to the 
existing literature by demonstrating how entrepreneurs have been important 
instigators of change in Vietnam. 
 
II. Vietnam and the Doi Moi era 
 
Vietnam has been a socialist state since 1945. Between 1954 and 1985, in the 
North, the state adopted a central-planning economic model. Under this system, the 
state took over the ownership of most of the economy, while the private sector was 
largely marginalized. This central-planning model was extended to the South in 1975, 
after the country‟s re-unification. However, in the late 1980s, the Vietnamese party-
state announced an economic reform process, often referred to as Doi Moi, which 
marked the country‟s transition to a market economy. Since then, the private sector 
has emerged and grown rapidly in Vietnam, giving rise to the emergence of a new 




social-economic group of private entrepreneurs
6
, whose status and development has 
gained increasing social prominence and public discussion over time.  
 
Even though the private sector has been legally allowed since the beginning of 
Doi Moi, the institutional environment has not all been favorable to the growth of this 
sector. Indeed, there are numerous structural and institutional constraints affecting the 
growth of the private sector, many of which have to do with an uneven distribution of 
resources in the national economy. This uneven distribution of resources is partly the 
result of historical legacies, but it is also related to the state‟s view of the private 
sector. This is because, even though the state has recognized the legal status of the 
private sector, in practice, the state continues to focus majority of the resources on 
developing the state sector and on attracting foreign investment, rather than on 
supporting the domestic private sector. This is largely due to the influence of a 
socialist ideology, which continues to be the official ideology adopted by the 
Vietnamese leadership. This important point distinguishes the case of Vietnam from 
that of post-socialist transition economies in Eastern Europe, where socialism has 
been abolished. It also differs from that of China, where the Chinese state has come to 
acknowledge the private sector as a motor of the socialist market economy and an 
equal partner of the state sector (Heberer, 2003). In Vietnam, the state has been more 
ambivalent, skeptical and cautious in its stand towards the private sector (ibid).  
 
Although the Vietnamese state recognizes the private sector as indispensable 
for economic stability and development, it is concerned about the prospect of the 




 In this thesis, the term private entrepreneurs refer to entrepreneurs who operate in the private sector. 
This is to distinguish them from entrepreneurs who operate in the state sector.  Further discussion of 
the term is found in chapter 2. 




private sector growing out of control, and the negative consequences often associated 
with capitalism. According to the state‟s master plan, the state sector is intended to be 
the leading engine of the economy, occupying strategic industries, while the private 
sector is geared towards playing marginal roles and occupying non-strategic industries 
(Beresford, 2008; Fforde, 2007). This political view translates into economic policies, 
which tend to favor the state sector over the private sector. Consequently, state-owned 
enterprises may enjoy privileges in accessing resources such as capital, land and 
markets (Hakkala, 2007). In 2004, the state sector accounted for 56 percent of total 
investment, but contributed only 39 percent of the Gross Domestic Products (GDP), 
while the private sector (including agricultural households) accounted for about 26 
percent of investments, with a GDP share of 46 percent (ibid). It is easier for state-
owned enterprises to borrow large sums of capital from state-owned commercial 
banks. They also sometimes have exclusive access to softer sources of capital such as 
Development Assistance Fund (DAF) and Social Insurance Fund. Due to their size 
and political connections, state-owned enterprises are also more likely to win large 
public investment contracts, have access to land, and enjoy monopoly status in 
strategic industries such as industrial production, public utilities and transport 
infrastructure. The concentration of investment resources on the state sector has the 
effect of crowding out the private sector (Wiranto, 2010). Indeed, some of the key 
constraints for the private sector have been identified as access to resources such as 
capital, land and market – resources which the state sector can have easier access to 
(Hakkala, 2007). Even when compared to the foreign investment sector, the private 
sector can be cast as less favored, as there are some business areas that are open to 
foreign investors, but closed to the domestic private entrepreneurs, for example, in 
telecommunication services (Le, 2009). In general, the playing field has often been 




said to be uneven for different economic sectors
7
, and disadvantageous to the private 
sector (ibid).This ambivalence in political orientation intensifies the fluctuations and 
uncertainties which characterize transition economies. 
 
Before 2000, the state expressed reservations towards the private sector. Since 
then, the state has acknowledged the private sector as an integral part of the national 
economy and taken more pro-active steps to support its growth.  In 2000, the New 
Enterprise Law was implemented, which encouraged the development of the private 
sector (Vo, 2008). In 2004, the then Prime Minister Nguyen Van Khai signed a 
document declaring August 13th to be Vietnamese Entrepreneurs‟ Day. Over the past 
few years, there have been numerous awards launched and titles given out to honor 
entrepreneurs, including entrepreneurs from both the private sector and the state 
sector. Successful entrepreneurs are now portrayed by the media as soldiers in the 
economic battlefield and heroes of the new era. A search at the Vietnam Award portal 
(www.giaithuong.vn) shows that, among the awards given by the central 
organizations and associations
8
 (to chuc va hiep hoi trung uong), the „Entrepreneur, 
Enterprise and Products‟ category has the most number of award titles (thirty four 
awards), as compared to the categories of “Culture, Sports and Community” (fifteen 
awards) and “Education, Science and Technology” (fourteen awards). Even though 
the state‟s efforts have mostly been in terms of moral and ideological support, rather 
than concrete investment resources, they signify a change in the relation between the 
state and the private sector; such that private entrepreneurs and private enterprises are 




 Three main economic sectors in Vietnam are: the state sector, the private sector, and the foreign 
investment sector. More discussion on these different sectors is found in chapter 2. 
8
 These organizations and associations are managed by or affiliated with state agencies such as the 
ministry of commerce, the ministry of science and technology, or the chamber of commerce and 
industry. 




now recognized as important economic agents and partners with the state in the 
latter‟s national development efforts.  
 
The private sector usually does not have substantial personal savings, 
especially at the beginning of the transition period. Over the years, a portion of 
successful private enterprises have amassed sizeable capital for themselves. However, 
in general, insufficient public savings continue to be a factor causing financial 
difficulties for the private sector in Vietnam (Wiranto, 2010). Beside capital, training 
opportunities for entrepreneurs have been limited and there was a lack of professional 
knowledge about the nature and operation of markets and market-oriented 
organizations. These and other unfavorable conditions to the development of the 
private sector have been noted in a number of studies about entrepreneurship and 
private enterprises in Vietnam (Heberer, 2000; Painter, 2005; Hakkala, 2007; Le, 
2008; Beresford, 2008; Wiranto, 2010).  In particular, Beresford (2008) highlights 
that, in terms of development strategy, the Vietnamese state adopts a growth pole 
model, whereby the lion share of investment resources are given to develop mega-
cities such as Hanoi and Ho Chi Minh City. This suggests that private entrepreneurs 
in small cities and towns could have been doubly disadvantaged due to their private 
ownership status and their location in provinces, rather than in big cities. 
 
Despite these constraints, the private sector did emerge and has continued to 
grow, even in small cities and towns. Indeed, the private sector has become one of the 
most dynamic sectors in Vietnam‟s economy today (Wiranto, 2011), contributing to 
the expansion of various business activities, especially in retail trade, services and 
construction. The private sector dominates retail trade activities, with its share 
increasing from 41 percent in 1986 to nearly 76 percent in 1996. It has been even 




more important in service activities, accounting for about half of total output. Its 
participation in small and artisanal industries (tieu thu cong nghiep) has grown at a 
lively rate. By 1995, there were over 400 000 production units operating outside the 
state sector, generating around 30 percent of total industrial output. In the form of 
household businesses and small-and-medium enterprises (SMEs), the private sector 
has been active in the mobilization of domestic capital for economic development. It 
has also been recognized as an important source of employment and accounted for 
most of new employment growth (Arkadie & Mallon, 2003).  
 
The contrast between what has been described as a constrained environment 
and what has been registered as the dynamic growth of the private sector leads to the 
question: What have Vietnamese private entrepreneurs done in order to secure their 
economic success in such circumstances? And how have their activities contributed to 
changes in the state‟s perception towards them over time? In particular, I focus my 
study on private entrepreneurs in small cities and towns, where there are supposedly 
even less investment resources from the state, and also less access to the benefits of 
globalization, as compared to entrepreneurs in major cities. 
 
III. Research Question 
 
The main research question for this thesis is: Against the background of 
various institutional constraints, what have successful entrepreneurs in Vietnam‟s 
small cities and towns done in order to secure their economic success since the start of 
Doi Moi in the late 1980s? Specifically, I examine three aspects of their strategies: 
Firstly, what they have done to gain access to resources which are not, by institutional 
rules, distributed to their advantage. Secondly, what they have done to develop their 
competitiveness in a market which has emerged only recently as the result of political 




reforms. Thirdly, what they have done to grow their business over time. Along the 
way, I also explore how these activities by private entrepreneurs contribute to changes 
in the state‟s perception towards them over time. 
 
I view entrepreneurs as active agents who adapt to structural constraints and 
who seek out opportunities within these constraints in order to create profitable 
businesses and viable organizations. In analyzing entrepreneurs‟ strategies, it is thus 
necessary to examine both the constraints and the opportunities that exist in the 
entrepreneurs‟ institutional environment. 
 
IV. The Structure of Constraints and Opportunities  
 
Many studies have identified the structural constraints (Hakkala, 2007; 
Wiranto, 2011; Le, 2009), but few have analyzed the structural opportunities which 
affect the growth of the private sector in Vietnam. Several factors contribute to the 
shaping of opportunities for private entrepreneurs in Vietnam. Firstly, allowing the 
private sector to operate legally is a fundamental change from the old system which 
existed before Doi Moi. The legal status given to private entrepreneurs open up 
numerous opportunities for individuals to experiment with entrepreneurial activities. 
While the state‟s master-plan vision limits the role of the private sector to non-
strategic industries, such roles still provide modest but important entry points for 
private entrepreneurs.  
 
Secondly, even though institutional rules may not be designed to favor private 
entrepreneurs‟ access to resources, neither can they completely seal these resources 
off from the entrepreneurs. The limitations of rules in determining social actions make 
it possible for entrepreneurs to work around these rules. For example, state-owned 




enterprises, vested with privileged access to land, market and capital, can contract or 
sub-contract parts of their work to other enterprises, including private enterprises. 
This provides opportunities for private entrepreneurs to legitimately participate in the 
market economy. By way of working for the state sector, private entrepreneurs 
benefit, directly and indirectly, from a transfer of resources. In the case of state 
authorities, the decentralization of decision-making power to local authorities makes 
local officials particularly important figures in the application of rules and regulations 
to enterprises. The incomplete legal frameworks and inconsistent reinforcement of 
them leave substantial space for local officials to exercise flexibility and judgment on 
a case-by-case basis. For example, for an enterprise that relies on access to natural 
resources - if environmental regulations are applied, this enterprise may not pass the 
test, but if considerations of the enterprise‟s potential contribution to local economic 
developments are taken into account, then there may be a legitimate basis for 
licensing the enterprise. The point here is that there is not necessarily one pre-
determined way to apply rules. Rules can be used selectively and creatively, 
especially in the case of transition economies, where rules are not yet standardized or 
stabilized. Hence, it becomes strategic for entrepreneurs to seek the cooperation of 
key agents in other organizational fields, who can apply rules to the benefit the 
interest of the enterprise. In return, private entrepreneurs serve the interest of these 
organizations and individuals through the products and services which they provide, 
the tax which they contribute to local revenue, the employment which their businesses 
generate for the local population, and possibly also the opportunities for individuals in 
these organizations to increase their personal income. 
 




Thirdly, the transition from a non-market to a market economy provides 
entrepreneurs with plenty of opportunities to fill in market vacuums by mobilizing 
resources which had previously lay idle or remained at poorly connected sites. As the 
market expands over short periods of time, new opportunities arise, which some 
entrepreneurs can make use of to enlarge and diversify their business at a much faster 
rate than the average entrepreneur in a mature market economy typically can. Despite 
these opportunities, only a small portion of the population has been able to do so, and 
at varying levels of success. This is because, again, opportunities need to be 
considered together with constraints, and hence strategy analysis needs to examine 
these dual aspects which co-exist in the institutional environment. 
 
V. Defining Entrepreneurs 
 
There have been many different interpretations of who entrepreneurs are. The 
historical economics literature gives no fewer than twelve identities to the 
entrepreneur
9
 (Hebert and Link, 2006). Though each definition may stress a different 
characteristic, there is a common emphasis on the entrepreneur as a dynamic, not a 




 The twelve identities listed by Hebert and Link (2006, p. 6 ) are: 
1. The entrepreneur is the person who assumes the risk associated with uncertainty 
2.The entrepreneur is the person who supplies financial capital 
3.The entrepreneur is an innovator 
4.The entrepreneur is a decision maker 
5.The entrepreneur is an industrial leader 
6.The entrepreneur is a manager or superintendent 
7.The entrepreneur is an organizer and coordinator of economic resources 
8.The entrepreneur is the owner of an enterprise 
9.The entrepreneur is an employer of factors of production 
10.The entrepreneur is a contractor 
11.The entrepreneur is an arbitrageur 
12.The entrepreneur is an allocator of resources among alternative uses 
 




passive, economic agent (ibid). Thus, in studying entrepreneurs and entrepreneurship, 
it is important to examine the issue of agency.  
 
Joseph Schumpeter, a prominent author of entrepreneurial studies, writes that 
entrepreneurs are innovators who integrate resources in production for the market 
place (Schumpeter in Yang, 2007). This highlights the importance of access to 
different types of resources in realizing business ideas. As these resources are 
regulated by institutional rules and under the control of different organizations, part of 
the entrepreneurs‟ work is to overcome these institutional barriers in order to access 
the needed resources. 
 
In „Entrepreneurship‟, Aldrich (2000) discusses four competing 
interpretations of the term entrepreneur, namely: high growth and high capitalization; 
innovation and innovativeness; opportunity recognition and creation of new 
organizations. After appraising the strengths and weaknesses of each interpretation, he 
settles for the last term, which studies entrepreneurship as the creation of new 
organizations, and entrepreneurs as the people who create organizations, an approach 
which is “in keeping with the way sociological research on entrepreneurship is 
characteristically framed” (Aldrich, 2005, p. 458). Studying entrepreneurship as the 
creation of organization calls for an analysis in terms of the different processes of 
organization founding, capacity building, growth and development. 
 
Given these characteristics, entrepreneurs can be found among people who are 
directly involved in business development activities. In the context of Vietnam, these 
entrepreneurs come from many different historical backgrounds and working 
professions, including peasants, workers, university students, intellectuals, civil 
servants, the armed forces, individual businessmen, small traders, owners of small and 




super-small enterprises, owners of medium and large enterprises, etc. Many of them 
are owner-directors of private enterprises, but others are directors of state-owned 
enterprises, heads of household businesses, owners of shop-houses and freelance 
businessmen (Do, 2009). For this thesis, the main focus is on entrepreneurs who 
owner-director of private enterprises. While entrepreneurs from the state sector are 
also studied and data of them included in this paper, the purpose is to contextualize 





The primary data for this thesis is drawn from five months of fieldwork in 
Vietnam. With the help of gatekeepers at each location, I gained access to twenty 
successful entrepreneurs in these locations, most of whom are owner-directors of 
private enterprises, while four are directors at equitized state-owned enterprises
10
 
(doanh nghiep nha nuoc co phan hoa). Besides in-depth interviews with and 
participant-observation of these entrepreneurs, I also interacted with local officials, 
local residents and obtained statistical data from local authorities. Access to the 
informants was not easy, as entrepreneurs were often suspicious of outside enquirers, 
being weary of a negative public exposure in the media. Hence, the role of the 
gatekeepers was crucial in gaining access and establishing the trust of respondents, 
thus enabling the data collection process. In particular, for two cases, I obtained 




 Equitized state-owned enterprises are state-owned enterprises which have undergone a reform 
process to become a share-issuing company. The reform process has some elements of a privatization 
process, but not completely so. This is because, even after equitization, the state can continue its 
influence on the management of the company by being the biggest share-holder in the company. As 
such, these equitized state-owned enterprises are often still referred to as belonging to the state sector. 




permission for continuous observation of the entrepreneurs in their daily activities for 





In chapter two, I discuss the historical background, literature review and 
theoretical framework used in this study. In chapter three, I detail the process of data 
collection and discuss methodological issues which arose from this process. In chapter 
four, I analyze how, through partnering with the state sector and local state 
authorities, private entrepreneurs gain access to valuable resources which they need to 
jumpstart their business In chapter five, I show how, through their innovations in 
market, organization and product development activities, private entrepreneurs create 
their competitive niche and contribute to the making of market institutions in 
Vietnam‟s newly formed market economy. In chapter six, I explore the growth 
process and transformational potential of private enterprises. I argue that private 
entrepreneurs sustain and develop their business through a continuous process of 
capital accumulation, investment, expansion and diversification. As they grow in size 
and diversity, private entrepreneurs become more autonomous as economic actors, 
and their activities become more influential in changing political and legal 
institutions. The growth in importance and prominence of the private sector is one 
factor, among others, which has prompted the state to adopt a more positive and 
supportive attitude towards it, signifying a change in the dynamic of the relation 
between the private sector and the state. In chapter seven, after summarizing the 
research process and findings, I discuss a couple of limitations of this thesis as well as 
its implications for future research. 
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CHAPTER 2: HISTORICAL BACKGROUND, 
LITERATURE REVIEW AND THEORETICAL 
FRAMEWORK 
 
“It is easy to mistake creativity as being a case of anything goes, that is, the 
absence of rules… [But a] creative endeavor is the act of combining a finite set of 
resources in new and different ways in order to create new meanings.” 
Cruz-Ferreira and Abraham (2006, p. 11) 
 
I. The institutional environment 
1. Overview of the Doi Moi process 
 
Since the country‟s re-unification in 1975, economic developments and policy 
changes in Vietnam can be characterized by three periods (Le, 2008). The first period 
is before the 1980s, when the state implemented a central- planning economic model. 
The second period is from 1980 to 1988, during which the state made modifications to 
the central-planning model. By this time, spontaneous measures had already emerged 
from the ground to cope with the difficult economic situations. Some of these 
measures included the practice of „illicit contracting‟ in agriculture and „fence 
breaking‟ in the manufacturing sector (ibid). The modifications that were 
implemented in the 1980s can thus be seen as responses by the state to legalize some 
of these spontaneous measures. The modifications allowed greater decentralization in 
economic interaction at the lower levels, and created new incentives for producers to 
raise outputs. In 1986, during the Sixth Party Congress, the Vietnamese Communist 
Party debated extensively and resolved at the need for a major reform process called 
„Doi Moi‟.  A crucial aspect of Doi Moi is the move from a centrally planned 
economy dominated by the state sector, to a multi-sector, market-oriented economy 




with a role for the private sector to compete with the state in non-strategic sectors. 
The third period is from March 1989 onwards. During this period, the state adopted 
radical and comprehensive reforms aimed at stabilizing and opening the economy. 
Among these, measures were taken to increase the private sector‟s participation in 
production and distribution. In 1990, the Law on Private Enterprises and the Law on 
Companies were introduced, thus establishing a legal basis for the establishment of 
sole proprietorships, limited liability and joint-stock companies (Arkadie and Mallon, 
2003).  
 
Overall, the reform process has been “inherently experimental and gradual”, 
with the leadership responding to successes and failures of each policy (Arkadie and 
Mallon, 2003, p.71). This view about the political responsiveness of the Vietnamese 
leadership and the gradualism of institutional changes has been shared by other 
researchers on Vietnam (Fforde, 2007;  (Le, 2009; Kim, 2008). Given this context, the 
agency role of actors such as private entrepreneurs is expected to be significant in 
shaping institutional changes, because their responses to a particular policy could 
determine whether that policy will be sustained, modified or replaced by new policies. 
 
2. A Socialist-oriented Market economy 
 
One particular characteristic of the market economy in Vietnam is its „socialist 
orientation‟ (nen kinh te thi truong dinh huong xa hoi chu nghia). Unlike the case of 
post-socialist transition economies in Eastern Europe, socialism remains the official 
ideology of the ruling party-state in Vietnam. This socialist orientation, held by the 
Vietnamese leadership, is not only political rhetoric, but is in fact manifested in actual 
policies and practices. Le (2009) notes on the party‟s conceptualization of the new 
market economy and the state‟s role in it: 




Regardless of the changes of the economic model, socialism as the final goal 
remained unchanged. The Program of the Communist Party of Vietnam in 
1990 – still in place at the time of the writing – insisted that the state sector 
and the collective sector should gradually but increasingly provide the 
foundation for the national economy. The debate on a „market economy with a 
socialistic orientation‟ focused mainly on economic institutions, but reality 
showed that the state is an integral part of this concept. (Le, 2009, p.163). 
Thus, the market economy that has been implemented in Vietnam is not just an 
economic model imported in whole from a capitalist economy in the West. Quite 
differently, the party-state in Vietnam plays an important role in envisioning what this 
economy should be like in the context of Vietnam, and where it should be heading. 
The concept of „socialist orientation‟ in Vietnam‟s market economy is often 
approached via three dimensions. The first dimension is regarding the role of the state 
sector, which is intended to orientate and spearhead the national economy. The second 
dimension is regarding the problems of ownership, especially the ownership of factors 
of production. There are concerns that an over-developed private sector will lead to 
exploitation of labor, and hence regulations are needed to regulate the development of 
this sector. The third dimension is regarding the goals of development, meaning that 
development should not be for its own sake, but must be in line with the goal of being 
for the people, by the people, and of the people (Vo, 2008). 
 
In order to realize this vision of a socialist-oriented market economy, the state 
employs institutional rules designed to regulate economic activities. Of particular 
importance are rules which regulate individuals and organizations‟ access to 
resources, and hence shaping the distribution of resources in the country.  In general, 




many resources that are valuable for business development in Vietnam are 
concentrated in two groups of organizations, namely the state sector and state 
authorities. The state sector comprises of central state-owned enterprises (doanh 
nghiep nha nuoc trung uong) and local state-owned enterprises (doanh nghiep nha 
nuoc dia phuong)
11
, spanning across the country. State authorities can be defined as 
organizations and agencies which are set up by the state to enact and enforce laws, 
regulations and policies. At the national level, there are „central state authorities‟ 
(chinh quyen trung uong), which include the parliament (quoc hoi), the president (chu 
tich nuoc), the government (chinh phu), the supreme court (toa an nhan dan toi cao), 
the supreme people's procuratorate (vien kiem sat nhan dan toi cao) and the various 
ministries (bo) (Overview of the State Administrative System in Vietnam, 2011). At 
the local level, there are „local state authorities‟ (chinh quyen dia phuong), which 
include the people‟s council (hoi dong nhan dan), the local people‟s committee (uy 
ban nhan dan), and the various functional departments (cac so phong ban chuc nang) 
(ibid). While the central state authorities are responsible for giving orders and 
directions regarding what policies, rules and regulations to apply; it is the local state 
authorities that play a substantial role in the implementation of these rules. Certain 
characteristics of the legal and administrative system give local state authorities in 
Vietnam a relatively high degree of flexibility in the application of rules (Arkadie & 
Mallon, 2003), which create opportunities for enterprises to collaborate with local 
state authorities in applying rules in such creative ways as to best serve the 




 Central state-owned enterprises are state-owned enterprises which are under the supervision of 
central state authorities such as a ministry. Local state-owned enterprises are state-owned enterprises 
which under the supervision of local state authorities such as a district‟s people‟s committee or a 
province‟s  department of planning and investment.  
 




enterprise‟s interests. This point on the role of local state authorities in the operation 
of enterprises is further elaborated in chapter 4 „Entry into the Market‟. 
 
The resources needed by entrepreneurs to realize their business ideas and to 
build organizations vary from case to case. In general, these resources fall into three 
broad categories, namely economic resources, political and legal resources, and social 
resources. Examples of economic resources are capital, land, buildings, machinery, 
technical know-how, industrial linkages, and access to natural resources. Political and 
legal resources include legal status, ideological legitimacy, rights to participate in 
particular business activities, insider knowledge of political and legal processes, 
facilities in dealing with other political, economic and social actors, etc. Social 
resources include social capital, personal networks, social and public recognition, etc. 
 
Figure 2: Types of resources needed by business activities 
 
 
Economic Resources  Political and legal 
resources 





 Technical know-how 
 Industrial linkages 
 Access to natural 
resources 
 Legal status 
 Ideological legitimacy 
 Rights to participate in 
particular business 
activities or industries 
 Insider knowledge of 
political processes 
 Facilities in dealing 
with other political, 
economic and social 
actors 
 Social capital 
 Personal networks 








Some economic resources are mostly found in the state sector, such as 
machinery, technical know-how and industrial linkages, while some political and 
legal resources are exclusive to state authorities, such as the issuing of licenses and 
permits. However, this division is not absolute. State-owned enterprises can be 
privileged with some legal resources such as the exclusive right to undertake projects 
funded by development assistance funds (DAFs), or the monopoly status in some key 
industries. Meanwhile, state authorities can have control over some important 
economic resources, such as the authority to grant access to natural resources, to 
allocate public funds, and to decide on the use of public land and buildings. As I argue 
later, this structural distribution of resources has an important bearing on the types of 
strategies used by private entrepreneurs to realize business opportunities offered by 








The transition to a market economy in Vietnam has been an incomplete 
transition because the economy does not function only by market forces, but also by 
heavy state intervention (Wiranto, 2010). Advocates for a reduction of state 
intervention, and hence a more complete transition to a market economy, have argued 
on the ground of greater efficiency, productivity and competitiveness. However, from 













factor: the type of development and how it is achieved matters, too. Understanding the 
socialist orientation which influences the Vietnamese leadership‟s decisions can thus 
help explain what has been observed as a cautious and slow progress towards a 
complete market economy in Vietnam over the past two decades. 
 
3. A Multi-sector Economy 
 
Another result of the reform process is the development of a multi-sector 
economy, which consists of six sectors: the state sector, the private enterprise sector, 
the collective sector, the household sector, and the foreign investment sector. The 
private enterprise sector, the collective sector and the household sector are usually 
referred to as the non-state sectors, and together they form the private sector (khu vuc 
kinh te tu nhan). Within the private sector, the private enterprise sector refers to 
private enterprises in the form of private limited or joint stock companies, the 
collective sector refers to collectives, and the household sector refer to both farming 
households and non-farm household businesses. Different rules and regulations may 
be applied to organizations belonging to different economic sectors. This differential 
application of institutional rules is one way by which the state intervenes in the 
development of different economic sectors, gearing them towards their different 
intended roles in the economy. The figure below shows the contribution to GDP by 
the different sectors in 2009. 






Figure 4: Gross Domestic Products by Ownership types - Year 2009 
 
 
The largest number of Vietnamese entrepreneurs is concentrated in the private 
enterprises (Do, 2009). Beside entrepreneurs who register their business as 
enterprises, there are many others who operate under other forms of organizations, 
such as retail shop houses and household businesses. In 2009, the number of non-farm 
individual business establishments (co so san xuat kinh doanh ca the phi nong 
nghiep), most of which are household businesses, are 4.1 million units, employing 7.6 
million people (Vietnam General Statistics Office, 2010). Thus, while statistical 
analysis tends to use statistics of the enterprises to talk about entrepreneurial 
activities, it should be noted that these statistics exclude entrepreneurial activities 
which operate in alternative forms of organizations. The figure below shows the 
contribution to GDP by private enterprises over the years, from 1995 to 2009 (ibid). 






Figure 5: Contribution to GDP, at current prices, by private enterprises from 1995-2009 
 
 
The figure above shows that the contribution to GDP by private enterprises 
has increased continuously over the years in terms of absolute value. In terms of 
percentage of total national GDP, private enterprises contribute around 7 percent 
during the years between 1995 and 2000. Since 2000, this percentage has increased 
gradually to reach 11 percent in 2009. The increase between 2000 and 2009 has been 
often been linked with changes in state policies and regulations during the 2000s, such 
as the introduction of the New Enterprise Law in 2000, which are meant to encourage 
and facilitate the activities of enterprises, including private enterprises (Le, 2009). 
While these legal and political changes may indeed have encouraged new private 
enterprises to emerge, it has also been observed that a portion of private enterprises 
which registered themselves during the 2000s have in fact been involved in private 
business activities well before that, though not in the form of registered companies. 
Thus, the increased contribution to GDP by private enterprises may reflect both a 




more robust development of private enterprises in Vietnam, as well as a greater 
representation of private business activities in the form of registered companies.  
 
According to the Statistical Handbook of Vietnam 2010 (Vietnam General 
Statistics Office, 2010), by 31 December 2009, there are 248,847 enterprises in 
operation in Vietnam, employing 8.9 million people. Of this, state-owned enterprises 
are 3,369, equivalent to 1.3% of enterprises, employing 1.7 million people, equivalent 
to 19.5% of employees working in all enterprises. Private enterprises are 238,932 
units, equivalent to 96% of all enterprises, employing 5.3 million people, equivalent 
to 59% of employees working in all enterprises. Foreign investment enterprises are 




Figure 6: Composition of enterprises by types - Year 2009 
 






Figure 7: Composition of employees by types of enterprise - Year 2009 
 
 
The above statistics show that private enterprises make up the biggest portion 
in terms of number of enterprises and number of employees, though there is a less 
than proportionate number of employees relative to the number of private enterprises. 
This reflects a reality that private enterprises in Vietnam are mostly small and 
medium enterprises (SMEs) (Vo, 2008). Thus, on average, each private enterprise 
employs significantly less employees than an average state-owned or foreign 
investment enterprise does. Large enterprises, meanwhile, are mostly found among 
state-owned and foreign investment enterprises.  
 
II. The  Private sector Puzzle 
 
Given the various institutional constraints in which the private sector in Vietnam 
operates, the development of this sector has become a puzzle for many, especially 
those who advocate for standardized institutional frameworks to be implemented in 
transition economies such as Vietnam. Kim (2008, p. 1) notes: 




The growth of Vietnam‟s private sector has been  a surprise for many, 
especially when considering that Vietnam has one of the weakest private 
property protections, an authoritarian government which intervenes in the 
management of firms, and under-developed financial and legal institutions.  
According to Arkadie and Mallon (2003, p. 160):  
The lively growth of the national private sector, despite what seemed to be an 
unhelpful, if not hostile, regulatory environment, has been a particularly 
striking aspect of Vietnamese development. 
There have been several explanations for the growth of the private sector in Vietnam, 





The role of public-private networks in the emergence of private businesses has 
been widely acknowledged in studies of transition economies (Estrin et al., 2006), 
including the case of Vietnam (Beresford, 2008). Observations suggest that, at the 
local level, many businesses establish close relationships with government and party 
officials. Many businesses also have family members who are involved in the public 
sector. In addition to helping negotiate administrative and regulatory hurdles, this can 
be important in enforcing contracts and in enforcing property rights. Thus, while the 
high degree of discretion left to officials in implementing many policies and 
regulations leaves the system open to abuses and corruption, it also provides for a 
degree of flexibility whereby businesses become adept at maneuvering around 
regulations and maintaining cooperative relations with local officials (Arkadie & 
Mallon, 2003). 




While this issue of public-private networks in transition economies is 
compelling, more detailed analysis is needed to show how these networks function in 
particular contexts. There is also a need to go beyond the common allegations of 
corruption in these network relations and to analyze the strategic significance of these 
relations to private businesses. Public-private networks are indeed important to 
entrepreneurial activities in Vietnam, as I will discuss in chapter four, but the 




Changes in economic developments have often been associated with changes 
in policies. In the case of Vietnam, the success of Doi Moi has often been linked to 
the implementation of new legal frameworks (Le, 2009; Ronnas & Ramamurthy, 
2001; Vo, 2009). However, there are limitations to this line of explanation. As has 
been noted, the process of implementing formal legal and administrative frameworks 
for the market economy in Vietnam has been quite slow. In this, as in other areas, the 
economy has performed well despite the perceived weakness in formal institutional 
frameworks. In the particular case of Vietnam, it has also been often observed that 
changes in the behavior of economic actors tend to move ahead of the adjustments in 
the formal institutional frameworks. Indeed, formal rules have often responded to a 
spontaneous process of informal developments (Arkadie and Mallon, 2003). In light 
of this, policy changes may be better understood as results of the inter-play between 
formal and informal institutional developments, rather than being the immediate cause 








Formal and Informal Institutions 
 
Many studies analyze Vietnam‟s transition economy from institutionalist 
perspectives (Kim, 2008; Gainsborough, 2003; Beresford, 2008; Painter, 2005). These 
studies focus on the importance of both formal and informal institutions in the 
transition process. With regard to informal institutions, it has been found, in the case 
of Vietnam, as well as other transition economies, that entrepreneurs often develop 
micro-practical informal institutions to make up for the lack of formal institutions 
(Estrin et al., 2006; Kim, 2008). Given this focus on the role of institutions, there is a 
lack of attention given to the role of entrepreneurs themselves in economic 
developments. The assumption underlying the focus on institutional conditions is that 
entrepreneurship arises spontaneously and thus it will just bloom when a few 
restrictions are lifted. There is a gap in understanding the agency role of 
entrepreneurs, how they interact with institutions and how they contribute to the 
evolution of these institutions in the process. 
 
So far, the questions that have been asked in the literature of entrepreneurship 
studies often revolve around who become entrepreneurs, under what conditions 
entrepreneurial activities flourish, and what policies or reforms can bring about 
greater participation of local entrepreneurs in the market economy (Thornton, 1999; 
Aldrich, 2005; Kim, 2008). In this thesis, I focus on asking a different set of 
questions, which are: what entrepreneurs actually do, given existing institutional 
conditions, to secure their success in the market economy; what they do that 
differentiate them from other market players; and what they do to develop their 
business over time. I also explore the effects of their activities on the changes in 
state‟s view of the private sector over time. In attempting to answer these questions, I 




find the concept of institutional entrepreneurship to be a particularly useful 
framework for analysis. 
 
 
III. Institutional entrepreneurship 
 
According to Schumpeter, the entrepreneur, while venturing on a new business, has to 
deal with two tasks: 
The entrepreneurial performance involves, on the one hand, the ability to 
perceive new opportunities that cannot be proved at the moment at which 
action has to be taken and, on the other hand, willpower adequate to breaking 
down the resistance that the social environment offers to change.  (Schumpeter 
in Yang, 2007, p. 60). 
In the above quote, the first task mentioned by Schumpeter is the ability to identify 
opportunities for a profitable business. The second task is the ability to overcome 
structural conditions that constrain the entrepreneur from realizing these 
opportunities. Often, the second task is even more challenging than the first task, 
because many people may be able to perceive the same opportunity, but not all are 
able to overcome the constraints. A significant source of these constraints comes from 
the institutions
12
 which restrict entrepreneurs‟ activities. These institutions can be 
market institutions, such as the business norms, practices, and models which prevail 
in a market. They can also be non-market institutions, such as state laws governing 
market entry, national policies regulating access to limited resources, or social norms 




 The term institution used in this thesis adopts the definition by North (1990 in Yang, 2007, p. 54): 
“Institutions are the rules of the game in a society or, more formally, are the human devised constraints 
that shape human interaction. In consequence, they structure incentives in human exchange, whether 
political, social, economic.”  
 




governing the interaction between people from different organizational groups. 
However, entrepreneurs are not just passive followers of institutions. In fact, from the 
above quote by Schumpeter, it can be interpreted that an integral part of the 
entrepreneurial performance is about overcoming the institutional barriers that exist in 
the social environment which constrain the entrepreneur‟s activities. In the research 
literature, this aspect of entrepreneurs‟ active engagement with institutions in order to 
realize their business interests is related to the concept of institutional 
entrepreneurship used by institutional researchers to examine the role of actors with 
key strategic resources or power in the creation of new institutions (DiMaggio, 1988, 
in Kshetri, 2009, p. 244). Besides recognizing the role of organized actors  with 
sufficient resources (institutional entrepreneurs) to directly influence the creation of 
new institutions to realize their interests, recent studies suggest that entrepreneurs can 
also change social or economic institutions in the process of starting or expanding 
their own individual businesses (Bartley 2007; Daokui et al., 2006; Svejenova et al. 
2007 in Kshetri, 2009). 
 
In this essay, I extend the use of this concept to include not just efforts by 
actors to create new institutions, but also their efforts to innovatively make use of 
existing institutions in such ways as to benefit their business purposes. The extension 
in the use of the concept caters to another dimension of actors‟ interaction with 
institutional rules, which is that, besides either following existing institutions or 
creating new institutions, actors may also make use of existing institutions in 
innovative ways which serve their interest but which are not necessarily intended or 
anticipated by those who design the rules. The underlying view here is that 
institutional rules are not all deterministic. On the contrary, there are usually gaps and 
holes in-between rules, inconsistencies between different sets of rules, flexibility in 




the ways rules are implemented, and the absence of rules in particular scenarios. 
These and other characteristic of rules give actors space to maneuver around and 
innovatively make use of them (Yang, 2007, p. 58-59). 
 
Institutional entrepreneurship exists both in mature market economies and transition 
economies. However, there are differences in the way this form of entrepreneurship is 
practiced in the two groups of economies.  Before elaborating on these differences, it 
is necessary to discuss the two dimensions of entrepreneurship activities, or „double 
entrepreneurship‟ as Yang (2007) conceptualizes it in his study of entrepreneurship in 
China. According to Yang (p. 60): 
In a transition economy like China, entrepreneurship incorporates two 
dimensions. The first one is economic – an entrepreneur has to be innovative 
in identifying or creating a promising market. Second, there is a socio-political 
dimension. To become a successful entrepreneur, one has to be talented in 
making use of institutional rules, frequently represented as contingent 
government regulations, and manipulating those rules. An entrepreneur in 
China is someone who can handle the two missions of making profits and 
obtaining socio-political security in a way that the two can mutually benefit 
from rather than destroy each other. 
 
In other words, the works of an entrepreneur in a transition economy involve active 
participating in two types of institutional spheres: the market sphere and the socio-
political (or non-market) spheres. Institutional entrepreneurship is practiced in both 
spheres. In the market sphere, entrepreneurs contribute to the making of new market 
institutions through the innovations which they apply to their businesses. These 
innovations can be the creation of new products or services, new forms of 




organization, and new markets or market mechanisms. Through these innovations, 
entrepreneurs develop their competitive advantage and find their niche in the market. 
This type of institutional entrepreneurship exists in both mature market economies 
and transition economies, though the relative importance of each type and the mode 
by which the innovations take place can differ. For example, in mature market 
economies, there is usually more emphasis on creating new products and services. But 
in a transition economy such as Vietnam, the focus has mostly been on creating 
markets for existing products and services. New products and services, where they are 
concerned, are usually ideas brought in from other countries, which are then 
replicated and modified to suit local situation and local market trends. 
 
In the non-market spheres, institutional entrepreneurship takes place when 
entrepreneurs make conscious efforts to influence the making or implementation of 
non-market institutional rules in ways that benefit entrepreneurs‟ business interests. In 
the case of mature market economies, actors involved in institutional entrepreneurship 
are usually organized interest groups with powerful resources to influence the making 
of institutional rules and policies. Individual entrepreneurs, in contrast, generally tend 
to follow institutional rules rather than attempting to maneuver around them. This is 
because, in mature market economies, institutional rules have usually become 
established enough to cover many possible gaps, holes and inconsistencies. The 
implementation of these rules is also more standardized and with effective 
enforcement measures. Thus, there are fewer opportunities for ordinary entrepreneurs 
to maneuver around them. Hence, entrepreneurs in mature market economies tend to 
focus their innovation energy in the market place (Daokui et al., 2006). In the case of 
transition economies, in contrast, many institutional rules and regulations are newly 
established. They tend to be incomplete, ambiguous and even contradictory with each 




other. Their application varies from case to case, subject to different possible 
interpretations. Thus, there are many loopholes for entrepreneurs to innovatively 
manipulate. In order to exploit these gaps and holes in institutional rules and 
regulations, entrepreneurs often need the cooperation of actors who have authority 
over the implementation of these rules.  
 
In the context of Vietnam, private entrepreneurs have often sought the 
cooperation of actors in two types of organizations - state-owned enterprises and local 
state authorities. Many of these organizations have access to or control over valuable 
resources which private enterprises need but have difficulty accessing. Through 
partnering with state-owned enterprises and local state authorities, private 
entrepreneurs can tap into these resources. Because of the institutional rules which 
govern the interaction between different types of organizations, entrepreneurs often 
need to work closely with key agents in these organizations in order to arrange for the 
most favorable rules (among various possible rules) to be used in ways that best serve 
the entrepreneurs‟ interests  Unlike the case in mature market economies, where 
institutional entrepreneurship is limited to  powerful and organized actors, in 
transition economies such as Vietnam, institutional entrepreneurship, in ways such as 
described above, is much more prevalent among ordinary private entrepreneurs, who 
have to work with state officials and other actors on a regular basis in order to find 
ways to fit their business into the fuzzy legal frameworks, as well as to take advantage 
of legal holes that can potentially be used to create profitable businesses. While 
institutional entrepreneurs in mature market economies consciously aim to change 
existing institutions or create new ones, private entrepreneurs in transition economies 
primarily focus on to finding ways to maneuver existing institutions in order to 
facilitate their immediate business activities.  




The patterns of institutional entrepreneurship in transition economies can, 
however, change over time. As the private sector gains strength and prominence, 
entrepreneurs are likely to have more opportunities to participate in political 
processes, and hence chances to directly influence the making of legal and political 
institutions. At the same time, as the legal frameworks become more established, 
there will be less room for ordinary individual entrepreneurs to maneuver around 
institutional rules and regulations. Consequently, institutional entrepreneurship in the 
non-market spheres become increasingly exclusive to powerful and organized 
economic actors. Thus, as transition economies develop further, we can expect the 
practice of institutional entrepreneurship in these economies to become increasingly 
similar to that in mature market economies 
 
The phenomenon of institutional entrepreneurship has become pervasive in 
transition economies, though its functioning needs more research efforts (Kshetri, 
2009). Transition economies such as Vietnam are ideal contexts to study institutional 
entrepreneurship, both in the market and non-market spheres. In the non-market 
spheres, private entrepreneurs‟ creative use of existing institutional rules is enabled by 
their alliance with large state-owned enterprises and local state authorities. Through 
their partnership with these resource-rich organizations, private entrepreneurs 
overcome the constraints caused by institutional rules and obtain the resources they 
need to realize their business ideas. This strategy used by private entrepreneurs will be 
further elaborated in chapter 4. In the market sphere, a transition from a non-market to 
a market economy often means that entrepreneurs in these economies operate with 
very few existing market institutions. Through their innovative activities, these 
entrepreneurs not only develop their niche but also introduce new market institutions, 
and hence contribute to the making of the market economy. This strategy will be 




further discussed chapter 5. Over time, as private entrepreneurs expand and diversify 
their businesses, their role in the economy increase, giving their activities and their 
voices greater chances to directly influence non-market institutions, including state 
laws and policies. Private entrepreneurs‟ expansion and diversification strategy, and 




CHAPTER 3: METHODOLOGY 
 
“[If] you want to understand the Vietnamese economy it [is] not enough to 
rely solely upon the documents of the state. You have to visit [state-owned 
enterprises] themselves, to read the management documents of the ministries and 
provinces, and then you can appreciate the complexity of the situation.” 




 This study adopts a qualitative approach to data collection and analysis to fill 
the knowledge gap identified in the literature. Specifically, I conducted five months of 
fieldwork in six small cities and towns in Vietnam‟s northern and northern-central 
provinces. The provinces where fieldwork was conducted are: Ha Tay, Thanh Hoa, 
Nghe An, Lao Cai and Hai Duong. During the fieldwork, I conducted in-depth 
interviews with twenty successful entrepreneurs in these towns and cities. Besides 
interviews, I also conducted participant-observation, spoke to local officials and 
residents, and collected statistical data from local offices. The insights gained through 
this process allow me to build up elaborate data on the different activities and 
strategies undertaken by entrepreneurs. This approach is different from a number of 
past studies that have been done on the private sector in Vietnam. Some of these past 
studies tend to employ survey methods to obtain statistical data on entrepreneurs 
(Ronnas & Ramamurthy, 2001; Mai, Nguyen, & Dang, 2006; Dinh, 2005). While this 
method can help identify general statistical patterns, it cannot elaborate on the process 
or mechanisms leading to those patterns. Some other studies rely heavily on data from 
official documents such as legal codes, state policies and media publications (Painter, 




2005; Beresford, 2008). While this method is useful for studying institutional reforms 
at the macro level, it is limited in its ability to explain entrepreneurial processes at the 
grassroots level. It has been noted that the emergence and growth of private 
entrepreneurs in China and Vietnam have been very much a bottom-up process 
(Fforde, 2007). Given this, if we only focus on the manifest changes in institutional 
rules, we are likely to miss out an important driving force behind these changes, and 
hence miss out on a potential factor that can help explain the puzzle identified in the 
previous chapter.  
 
Besides studying the entrepreneurs, I also spent considerable amount of time 
studying the local environment.  This enables me to contextualize entrepreneurs‟ 
activities in their relation to local conditions and other local actors. This ethnographic 
approach is important in understanding how institutions work in reality. The gap 
between the policies given out at the central level and their implementation at the 
local level can be considerable, especially in the case of Vietnam, where policies tend 
to be very broad, hence giving local officials considerable flexibility in the application 
of rules. Moreover, the dynamic of central-local relations is more complex than might 
be expected. The central state may have an interest in keeping the growth of the 
private sector in check, but local officials may develop an interest in cooperating with 
private enterprises in order to increase local revenue and personal income. Thus, 
studying entrepreneurs in their local context is important to understanding how 
entrepreneurs interact with formal institutions on a daily basis. It is also key to 
studying the agency of entrepreneurs, an aspect which has been lacking in the 
literature of the private sector in Vietnam. The data collected is analyzed as in-depth 
case studies. This method allows me see the linkages between entrepreneurs‟ actions 
and other contextual factors surrounding those actions. The case-study method is also 




useful for exploring the development trajectories of entrepreneurs and enterprises as 
they grow over time, an issue which have been lacking in the literature of 
entrepreneurship in transition economies (Estrin, 2006). 
 
A limitation of this method is that all the towns and cities studied are located 
in northern and northern-central region of Vietnam, thus excluding locations in the 
southern and southern-central regions. This limitation notwithstanding, by studying 
entrepreneurial activities in northern regions, this thesis is a contribution to the 
literature which has seen many past studies being carried out in the southern regions, 
especially Ho Chi Minh City (Gainsborough, 2003; Kim, 2008). It has been often 
commented that conditions in the south are more conducive for entrepreneurial 
activities than conditions in the north. Given this, northern locations can be expected 
to offer more opportunities to observe the role of agency at work. Another limitation 
is that, due to the small number of respondents studied, the sample misses out on 
entrepreneurs in other types of business activities, such as those manufacturing or 
producing for export. Nevertheless, the aim of this thesis is to explore possible 
mechanisms, at not absolute generalization. 
 
II. Fieldwork 
1. The First trip 
 
The first field trip was conducted in December 2009 in a town in Ha Tay 
province. I label this town as Truc Lam town
13
. While in Truc Lam town, I contacted 
a local district official, explaining to him that I was collecting data for a thesis project, 
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and hence needed to meet about ten successful entrepreneurs in his district
14
. The 
official agreed and eventually introduced me to eight entrepreneurs, most of whom 
stay in Truc Lam town, but one lives in a hamlet outside of the town.  Of the eight 
entrepreneurs, six are owners of private enterprises, and the other two are directors of 
equitized local state-owned enterprises. It appeared that, as far as the enterprise‟s 
„private‟ status and the director‟s „entrepreneur‟ identity were concerned, the official 
made no distinction between these two types of enterprises. However, my 
examination of the documents obtained from a local district office shows that these 
equitized local state-owned enterprises were, in 2010, still listed under the category of 
state-owned enterprises. There are no separate categories for those which have been 
equitized and those which have not. Furthermore, in my interviews with owner-
directors of private enterprises, these entrepreneurs tended to continue referring to 
these equitized enterprises just as state-owned enterprises. Thus, in this paper, I refer 
to these them as state-owned enterprises for short.  
 
I visited their work premise and conducted in-depth interviews with each of 
these entrepreneurs. Whenever possible, follow-up interviews and informal meet-ups 
were arranged sometime after the first interview. The interviews were semi-
structured, focusing on the three topics: 
 The process of business founding and development - how they started the 
businesses, how their business changed over the years, what difficulties they 
encountered, how they overcame them, and what plans they have for the future.  
 Their opinion on state policies  
 Their opinion on Vietnamese entrepreneurs in general 
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Each interview lasted between one to two hours. All interviews were conducted in 
Vietnamese. During the interviews, I took detailed notes of what was said. After the 
interview, I constructed interview scripts from these notes. I also made observation 
notes of the settings and other events which happened during my visits. Interview 
notes and interview scripts were all recorded in Vietnamese. It was only after the 
fieldwork period was over that I translated the scripts into English and integrated 
them in the write-up.  
 
2. The Second trip 
 
The second field trip was conducted between August and November 2010. In 
August 2010, I went back to Ha Tay province to study another town, which I label as 
Thanh Binh town. With the help of the local official at Truc Lam town, I came into 
contact with a local official in Thanh Binh town. Similar to the first field trip, the 
official here introduced me to six entrepreneurs in his district. For this trip, I made 
some changes to the way I structured the interviews. The main topics stayed the same, 
but instead of asking detailed questions, I gave the entrepreneurs more time to narrate 
their stories in their own ways. I focused on letting them tell me about how they built 
up their career and how they developed their business over time. Along the way, I 
would probe them on specific issues of interest as they emerged from the respondent‟s 
narration. The reason I simplified the interview questions was to make it easier for the 
respondents to answer, and to give respondents more space to talk about themselves.  
 
I find that the data gleaned from their life-story narrations provides important 
supplementary data which might not have been obtained if I only used questions such 
as „What strategies did you use to make your business successful?‟ This is due to at 
least three reasons. Firstly, asking about strategies might have been too abstract for 




them to answer. Secondly, they might not have felt open enough to discuss them with 
a new acquaintance. Thirdly, their understanding of the term strategy might have been 
different from what I aimed to capture. The extended information from respondents‟ 
life-story narration provides me with much richer data to conceptualize their 
strategies. Similar to what had happened during the first field trip at Truc Lam town, I 
gathered statistical data on local enterprises from local offices spoke to local officials 
there. These sources of data provide me with an overall understanding of the 
enterprise landscape in the area. 
 
3. Going beyond Local Geographical boundaries 
 
After working with the entrepreneurs at Thanh Binh town, and looking at the 
data that had been gathered, a pattern emerged from the data which caught my 
attention. Entrepreneurs whom I had interviewed often mentioned having regular 
business relations with other types of organizations, especially with local public 
authorities and large state-owned enterprises. Some of these authorities and 
enterprises are located in the same province, while others are based in other provinces 
and cities. In particular, a couple of private enterprises mentioned about working as 
contractors for large central state-owned enterprises which are located in another 
province. So I judged it would be fruitful to study some of these enterprises.  
 
My contacts led me to one such enterprise, a central state-owned enterprise 
located in Hanoi but with a project going on in Nghe An province. A staff member 
helped me arrange a two-week stay at the company‟s residential office in the town 
where the project is located. During these two weeks, I accompanied the company‟s 
director to events and gatherings which he attended together with his colleagues, 
business partners and clients. As I stayed in the residential office of the company, I 




had many chances to visit the office compound and project site, and interact with 
managers and staff in the company. I was also introduced to two private entrepreneurs 
who were working as contractors for the company on the project. One of the 
entrepreneurs is locally based, while the other is based in Hai Duong city, which led 
me to travel to Hai Duong province.  
 
After Hai Duong city, I travelled to Thanh Hoa city and Lao Cai city to study 
four more private entrepreneurs. Studying entrepreneurs in different towns and cities 
provides me with an overview understanding of entrepreneurial activities as they are 
practiced in different areas in Vietnam. It also gives me opportunities to study cases 
where these activities are linked to each other by working relations, which extend 
beyond the geographical boundaries of a particular locality. 
 
III. Data analysis 
 
Most of the data is collected in the form of interview scripts, observation 
notes, company profiles and local statistics. I code each entrepreneur studied as a 
case, filling in as much information I can gather from different sources about each 
case as possible
15
.  I change the names of respondents and towns in order to protect 
respondents‟ identities.  The main analysis tools used are qualitative data analysis and 
case study analysis. 
 
1. Respondents’ Profile 
 
In total, twenty entrepreneur respondents are included in this study. All of the 
respondents are male, with one exception. I am aware that in several cases, the wives 




 A profile of the cases is found in the Appendix 




of these entrepreneurs are co-owners and founding shareholders of the enterprises, 
and are actively involved in the operation of the business. However, it appears that, in 
these cases at least, it is usually the husbands who are the legal representative and 
chairman of the board of directors of these companies. The husbands are also more 
likely to handle external relations, including the hosting of guests. 
 
Almost half of the respondents (nine) are in their forties, five respondents in 
their thirties, five others in their fifties, and one respondent is in his seventies. They 
are varied in their background, relationship to the business, and business areas. In 
terms of background, eight respondents mentioned having previously worked at ad 
hoc jobs, four mentioned being former employees of state-owned enterprises, one is a 
driver, another one a carpenter, and one is a graduate from a university in the former 
Soviet Union. These respondents are owners of private enterprises. The directors of 
state-owned enterprises, on the other hand, are mostly long-time employees of the 
companies which they currently work at. There is also one case of a local official who 
works full-time in a local public institution but has a private household business on 
the side.  
 
In terms of their relationship to the business, most entrepreneurs work as 
owners and directors of their private enterprises, some work as directors of state-
owned enterprises. In terms of business activities, they are found in various types of 
activities, the most common ones being trade (retail and wholesale) and construction. 
Beside these, some enterprises are engaged light and artisanal industries, livestock-
raising, real estate investment and land development. As I argue in a later chapter of 
this thesis, one characteristic of entrepreneurs who have emerged in Vietnam over the 
past two decades is that they tend to have participated in multiple types of business 




activities over the course their career,  as well as at the current point of time. This 
variety in the entrepreneurs‟ historical background, business activities and founding 
circumstances is consistent with past studies on entrepreneurship in Vietnam (Mai: 
2006, Kim: 2008), thus calling for the need to broaden the definition of entrepreneurs 
and entrepreneurship, particular in the case of transition economies. 
 
2. The  local enterprise landscape 
 
The tables below show the composition of enterprises, as constructed from the 
data provided by local officials at two districts, which I artificially label as District 1 
and District 2. 
 
Table 1: Types of Enterprises, District 1, Year 2010 
 
Type (and sub-types) of enterprise Number 
Percentage 
of total number of enterprises 
STATE ENTEPRISE 12 7% 
            Central state-owned enterprise 5 3% 
            Local state-owned enterprise 7 4% 
NON-STATE ENTERPRISE 166 93% 
          Joint stock company 43 24% 
          Branch of joint stock company 4 2% 
         Private company limited 97 54% 
         Branch of Private Limited Company 4 2% 
         Individual establishment 9 5% 
        Collective 3 2% 
        Credit fund 2 1% 
        Other types 4 2% 
TOTAL 178 100% 




As can be seen from this table, the majority (93%) of enterprises in district 1 
belong to the private sector (non-state- sector). Only seven percent of the enterprises 
are state-owned enterprises, which, as observed from my examination of the 
enterprise list, include enterprises which were equitized in the early 2000s. However, 
it should be noted that, state-owned enterprises, though smaller in number, are usually 
bigger in size than most private enterprises, which are usually micro, small and 
medium enterprises (Arkadie and Mallon: 2003). 
 
Table 2: Types of Enterprises, District 2, Year 2010 
 
Type (and sub-types) of enterprise Number 
Percentage 
of total number of enterprises 
State-owned enterprise 5 1% 
Joint Stock Company 125 24% 
Private Limited Company 321 64% 
Individual establishment 38 8% 
Collective 15 3% 
Total 504 100% 
 
Statistics obtained of district 2 appears to have a slightly different way of 
categorizing enterprises, as statistics obtained from district 1. Unlike in the case of 
district 1, where equitized state-owned enterprises are listed under the category of 
state-owned enterprises, the enterprise list of district 2 seem to have excluded 
equitized state-owned enterprises from this category, and place them in categories of 
private enterprises. In terms of organization, both tables show that the most common 
forms of organization adopted by private enterprises are private limited and joint 
stock companies. Beside these, there are other forms such as individual establishment 
(which are mostly non-farm household businesses), collectives, and credit funds. In 




general, the composition of enterprises in both districts is similar to that at the 
national level (see chapter 2). In the following chapters, using the insights gained 
from the data analysis process, I present strategies which private entrepreneurs in this 
study use in order to enter the market, develop their competitive advantages, and 




CHAPTER 4: ENTRY INTO THE MARKET 
 
“Enterprises and the supervisory authorities exist in parallel.” 
A respondent (case 4) 
I. Introduction 
 
In „The politics of state sector reforms in Vietnam: Contested agendas and 
uncertain trajectories‟ Martin Painter (2005, p. 276) contends that: “Large areas of 
business and entrepreneurship in Vietnam have their roots in the state as much as in 
the market, and all sectors operate according to a set of „local rules‟ rather than those 
universally prescribed.” There has been however a lack of elaboration how these 
linkages between entrepreneurs and the state operate, and their strategic significance 
to entrepreneurial activities. In this chapter, I identify some patterns in which these 
linkages between private entrepreneurs and state institutions work.  I argue that, 
through establishing cooperative partnership with state-owned enterprises and local 
state authorities, private entrepreneurs in Vietnam‟s small towns and cities gain access 
to resources which they need to start up and enter the market.  
 
II. Partnering the State sector 
 
The state sector has been an important pillar in Vietnam‟s economy, even after 
Doi Moi. During their heyday, state-owned enterprises enjoyed almost monopoly 
power in their activities. Today, they continue to operate, however their prominence 
must now be shared with other new players from other sectors. Despite the economy 
being partitioned into different sectors, there are significant linkages between the state 
sector and the private sector in Vietnam. During my conversations with entrepreneurs, 




references were frequently made to these linkages. The nature of these linkages 
varies, but in general they are important at least at one point in the development of 
many private enterprises. Some entrepreneurs mentioned that a linkage with state-
owned enterprises was fundamental during their start-up, while others talked of how 
an opportunity to work for the state sector provided them with a breakthrough for 
their business. This is consistent with the results from a study on small and medium 
enterprises in Vietnam, which find that enterprises which have the state sector as their 
main customer perform better, both for survival and growth (Hansen, Rand, & Tarp, 
2009). In the remainder part of this section, I discuss some of these linkages, as found 
in my study of private entrepreneurs and private enterprises in three types of business 
activities: service, construction, and manufacturing.  
 
1. Working as distributor – the case of retail trade enterprises 
 
It has been noted that one type of business activities which the domestic 
private sector has been very active in is the service sector. Particularly, in the area of 
retail trade, the domestic private sector has gained a significant and increasing share 
of the market (Arkadie: 2003). Private entrepreneurs in retail trade services come in 
many forms. The most frequently encountered are owners of shop-houses along the 
streets of towns and cities. But there are also individual businessmen and directors of 
registered companies. 
 
The first entrepreneur whom I met during fieldwork is Mr. Hoa, 50 years old, 
owner of a private trading company (case 1). He is a private distributor for a range of 
producers, some of which are state-owned enterprises. On the surface, and from the 
variety of goods which his store now carries, Mr. Hoa may pass off as an independent 
trader whose role is basically to connect producers to consumers, and suppliers to 




sellers. However, a more detailed look at his narrative reveals important linkages with 
the state sector, which account for his entry into the market. Mr. Hoa talks of his early 
days: 
I started doing business when the economy changed from the subsidy era [the 
period before Doi Moi] to the market economy. In 1984 and 1985, I was 
working at a local state-owned enterprise which specializes in trading. I was 
the store manager at one of its department stores. The working mechanisms 
there were constraining. The management of human resources was 
inappropriate. In 1985, I separated from the company, rented a house at the 
roadside, and started selling goods. It was a small retail establishment, dealing 
mostly with construction materials. 
 
For Mr. Hoa, the experience of working as a store manager at a local state-owned 
enterprise provided him with valuable knowledge of the trading business. It also 
provided him with industrial linkages, which he made use of when he started his own 
store. When Mr. Hoa first started, he worked as a level-one distributor (nha phan phoi 
cap mot), which is the lowest level in the distribution chain. He would obtain his 
supply of goods from distributors who were in the upper levels of the distribution 
system, and then sell them directly to consumers. In the late eighties and early 
nineties, most of these distributors who supplied the goods to Mr Hoa were local 
state-owned enterprises in the trading industry, including his former employer.  
 
As market demand grew, sales volume increased and capital became 
sufficient, Mr. Hoa moved up the distribution chain by supplying goods to smaller 
retail stores. When the volume became large enough, he signed contracts directly with 
factories to obtain supplies of goods. In the beginning, most of these factories were 




state-owned enterprises. As the years went by, Mr. Hoa‟s source of suppliers has 
expanded to include private enterprises from both local and overseas markets. 
Nevertheless, the point remains that the earlier working linkages with the state sector 
provide Mr. Hoa with advantageous resources and an entry point into the new market 
economy. The case of Mr. Hoa illustrates how domestic private entrepreneurs, 
through working as distributors for state-owned enterprises, can enter the retail trade 
market. 
 
2. Working as Contractor – the case of Construction enterprises 
 
The construction industry is another sector in which many private 
entrepreneurs have been successful (Arkadie: 2003). Similar to retail trade, private 
construction businesses come in many forms. On the one hand, there are informal, 
freelance construction teams, headed by individual contractors, who undertake 
contract with households to build residential houses. On the other hand, there are 
formal, professional construction companies who undertake contract with state-owned 
enterprises and public institutions to build buildings, infrastructure and transport 
systems. In general, they function as contractors, who earn their living by seeking out 
contracts from those who have the capital to invest, but who do not have the 
manpower, technical skills, or organization capacity to carry out these projects. The 
contractor‟s job is then to organize labor and machinery to see these projects to 
completion. Large state-owned enterprises may be endowed with easier access to 
capital, land, public-funded projects and sometimes even exclusive rights to invest in 
particular businesses. However, they do not have to carry out these projects all by 
themselves. Instead, they can, subject to laws and regulations, contract the works out 
to other enterprises, including private enterprises.  




My study of this strategic contractor-investor link between the private sector 
and the state sector benefits much from two weeks of fieldwork at a large central 
state-owned enterprise (case 16). The company was founded by a group of powerful 
state-owned enterprises, who set up a joint fund to invest in building an energy 
production plant. The company is therefore the investor of the project. Its main job is 
to decide on the designing, planning and supervision of the project. But the bulk of 
the actual building works are contracted out to successful bidders during tender 
exercises. As the director of the company, Mr. Vu told me:  
This is a big project, consisting of more than a hundred tender packages. 
These packages have been contracted out to tens of construction companies – 
we have state-owned enterprises, private enterprises, and even a few foreign 
enterprises, too… The project is in its fifth year now. We plan to start 
generating power by the end of next year. 
 
There is a particular dynamic to this private sector – state sector link. The state sector, 
being the investor and job provider, is usually in a more powerful position than the 
private sector. Thus, it is often strategic for private entrepreneurs to actively establish 
personal relations with key personnel in these state-owned enterprises, who can 
potentially have influence over the awarding of contracts. A common outcome of this 
type of relationship is the practice of bribery. However, beyond the act of giving 
bribery, there is often a longer process of relationship building. This process often 
takes place during lavish lunches, dinners, and events hosted by owner of private 
enterprises. According to Mr. Vu, invitations to these events can come in so 
frequently and by so many parties on a daily basis that he and other directors in the 
company have to excuse themselves from many of them. During my field work at the 
company, I would go with Mr. Vu and some other staff to town for breakfast. 




Sometimes a director or staff of a private enterprise who had arrived there earlier 
would spot us. They would come and greet the director, and on the way out, told the 
cashier to include the latter‟s bill in his. As Mr. Vu told me, whenever he went to 
town for breakfast, he rarely had the chance to pay for his own meal. 
 
3. Working as Supplier – the case of manufacturing enterprises 
 
A portion of the private sector has emerged in the manufacturing sector, 
though they tend to concentrate in small and artisanal industries and small-scale 
household production. Heavy, capital-intensive industries are still largely dominated 
by the state sector. The markets for products coming out of private enterprises vary. 
Many enterprises in light industries such as garment and apparels, shoes making, or 
processing of sea-food and agricultural products export their products to European 
markets. Many household businesses produce for the local consumer markets. There 
are also enterprises which work as suppliers for state-owned enterprises. Some 
common goods supplied by private enterprises are raw materials and semi-processed 
products. This is consistent with the observation by other studies of transition 
economies in Eastern Europe, which noted that “the rigidity and inflexibility of the 
central planning system, coupled with the strong incentives for managers to attain 
plan target, has created a class of middlemen who provide inputs critical to the 
production process. This was to become an important seedbed for the emergence of 
the new entrepreneurial class” (Estrin, 2006, p.699). Mr. Phung, 51 years old, owner 
of a private enterprise – a supermarket for wood furniture (case 3) talks of his early 
days: 
In 1978, at the age of twenty, I started working as a carpenter. In 1985, I 
opened a private carpentry workshop. That was when I was 27 years old. 




During that year, a school was built in the neighboring town. A friend of mine 
worked in state-owned construction company that was building the school. He 
introduced me to his supervisor. I was assigned to make all doors and other 
wooden items for the school. That was my first big contract. My workshop has 
expanded from that point on. 
 
The case of Mr. Phung illustrates how an opportunity to work as a supplier for a state-
owned enterprise can provide a big breakthrough for a private business. Over time, 
the market for Mr. Phung‟s products has expanded such that he now mainly supplies 
his products to private furniture shops in mega-cities such Hanoi. He also deals with 
traders from various parts of the country. 
 
III. Partnering state authorities  
1. Social networking 
 
During my interviews with respondents, one of the questions which I often 
asked them is: “What do you think are some of the success factors for Vietnamese 
entrepreneurs?” To this, the respondents almost never failed to emphasize social 
networking (quan he ngoai giao), including social networking with state officials, as 
an important, if not crucial, factor in doing business in Vietnam. Mr. Kien, 38 years 
old, owner of a private limited company specializing in transport services (case 9) 
states: “Relations are the top most important factor in doing business.” Mr. Nam, 42 
years old, owner of a transport service company (case 12), elaborates: “In Vietnam, 
one needs relations with authorities at various levels and across different departments 
in order to do well.” Mr. Long, 40 years old, owner of a group of construction 
companies (case 15) rationalizes the situation: “The Vietnamese economy is not yet a 
formal market economy. Therefore, one needs to maneuver around the system and 




rely on acquaintances. If one is lucky, one can even be „sponsored‟ by big bosses.” By 
„bosses‟ here, Mr. Long refers to high-level officials who can potentially channel 
public projects to particular contractors.  
 
From my observation of entrepreneurs in this study, they typically spend a lot 
of time talking - on the phone, in the office, at meal times, parties, at café, etc. It 
becomes an essential part of their life. As part of the data collection process, I took 
note of their daily activities and followed some of them to the events which they 
hosted or attended. It occurs that many entrepreneurs, especially in those the 
construction industry, spend a large amount of time at feasting events, usually in the 
position of host, entertaining clients, partners and other strategic acquaintances. 
During my fieldwork with Mr. Long (case 15), I would call him once every day over a 
two-week period to get a record of his daily activities. As it turned out, more than half 
of his time was spent outside the office, almost all of the evenings were occupied with 
entertaining clients at restaurants, bars and cafes. Of the weekends, one was spent 
hosting a group of long-time partners at his hometown, while another was spent 
travelling to another province to meet up with the city mayors there. In his words: 
“My work place is at cafes. I have an office, but I‟m seldom there. Most of the time 
I‟m out in the street.” 
 
2. Local state authorities 
 
Local state authorities have substantial power in granting business licenses, 
access to land, buildings and natural resources. They handle tax, credit, and customs; 
regulate the market; and supervise business activities. They also have authority in the 
disbursement of public funds and the awarding of public-funded projects to 
contractors. Through establishing cooperative relations with local officials, private 




entrepreneurs gain access to important resources. Some of the most frequently 
mentioned authorities, as cited by entrepreneurs are: the district‟s  people‟s 
committees (uy ban nhan dan), the tax office, the market regulation committee, the 
province‟s department of planning and investment, the department of natural 
resources and environment,  police offices and inspection authorities. In the following 
discussion, I analyze some of the ways in which these partnerships are commonly 
practiced. 
 
Access to Land  
 
As a legacy of the socialist revolution and its subsequent agricultural land 
reforms, all land in Vietnam is the property of the state. Individuals and organizations 
can obtain the right to use land (quyen su dung dat). They can transfer the right to use 
a particular piece of land to another individual or organization, subject to laws and 
regulations. But ultimately only the state, not individuals or organizations, owns it. 
Thus, access to land is not only a matter of market transactions between individuals, 
but also involves public authorities who regulate the rights to use land.   
 
Mr. An, 40 years old, co-owner of a joint stock company (case 4), talks about how the 
startup of his business benefited from access to public land: 
In 1989, our family was granted a rental lease by the district people‟s 
committee to use a dock to store goods. This dock had belonged to a local 
state-owned enterprise, but it was not in use then. Our initial capital was one 
million dong (USD 50
16
), which we used to stock one ton of goods, mostly 




 All currency conversions in this thesis are based on the current exchange rate of 1 USD = 20,000 
VND (Vietnam dong) 




sand and other construction materials. We sold the goods on credit to 
households and enterprises. Later on, we created a new business by investing 
in and then sub-leasing the dock to other enterprises. 
 
Mr. Long (case 15), who has worked in the land development business over the past 
ten years, speaks of the importance of having good relationships with state authorities: 
“In Vietnam, whatever it is that you do on the land, you have to work with public 
authorities and institutions.” Mr. Long is both an investor and builder of a new 
residential estate in Quang Ninh city. He explains his role as investor and builder of 
this estate:   
As an investor, I‟m responsible for the mobilization of capital and land 
compensation. I also design and build. The buildings, once completed, will be 
given back to local and central authorities to manage, and to be used by the 
public. I‟m a full-package contractor (nha thau tron goi) in that sense. 
 
According to Mr. Long, it took him seven years to obtain the right to build the estate 
and to complete the land compensation process. In Vietnam, as in other countries, 
land development projects have often been met with resistance from local residents, 
who disagree with developers over the compensation amount or the right to access the 
land altogether. In both the land-right access and the land compensation processes, the 
cooperation and assistance of local state authorities have been crucial, especially for 
private developers. This is consistent with  the findings by Kim (2008) in „Learning to 
be Capitalists: Entrepreneurs in Vietnam's Transition Economy’, which documents 
how local authorities in Ho Chi Minh City have played important intermediary roles 
between residents and developers in estate development projects over the past years.  
 




Access to Public Investment Capital 
 
It has been observed that, in Vietnam, the allocation of public credit, 
investment and procurement is usually influenced by politics, including the politics of 
business interests and of local administration (Le, 2008). Local officials often have 
substantial authority over the use of public funds, such as in the allocation of funds to 
particular public projects and the selection of contractors to carry out these projects 
through tender. Given that Vietnam is now at an early stage of development, demand 
for public infrastructure such as roads, irrigation, schools, hospitals and public offices 
is high and expanding. Investment funds for these come from provincial, central state 
as well as international sources, part of which are administered  along the different 
administrative levels to reach local districts. Thus, it is in the enterprises‟ interest to 
establish and maintain good relations with local authorities in order to benefit from 
these resources. This point has been made frequently by past studies (Arkadie & 
Mallon, 2003; Beresford, 2008; Estrin, Meyer, & Bytchkova, 2006). In the following 
discussion, I elaborate on a particular aspect in the dynamic of the interaction between 
private enterprises and local authorities, which I find especially interesting in my 
study of private enterprises in towns and small cities. This interaction involves the 
cooperation between private enterprises and local officials in order to obtain 
investment fund from higher level of authorities such as the provincial and central 
state authorities.  
 
I first gain insights into this cooperation pattern through the sharing of Mr. An 
(case 4): “We link up with local authorities to lobby for investment funding (chay 
cong trinh). Enterprises, through the district people‟s committee, lobby for capital to 
come to the district.” Mr. An further elaborates on the process: 




The district people‟s committee must first make a report and submit it to the 
province‟s department of planning and investment to request for investment 
capital to come to the district. The capital does not arrive by itself. The 
enterprise and the supervisory authorities exist in parallel. [emphasis added] 
 
This insight highlights a particular dynamic that has been developed between local 
authorities and enterprises. On the one hand, entrepreneurs make their living from 
doing projects. On the other hand, local authorities have the legal status to seek capital 
from higher-level authorities to fund local projects. Out of this situation, enterprises 
create an alignment of interests such that both local authorities and enterprises benefit 
from the cooperation. Enterprises benefit from the projects which arise. Local 
authorities benefit from the socio-economic developments of their locality, from the 
revenue generated by enterprises‟ business activities, beside other potential personal 
benefits. In effect, enterprises create a market for their own services – where demand 
comes from the public sector, and supply comes from enterprises, many of which are 
private enterprises such as Mr. An‟s company.  
 
Access to Natural Resources  
 
Many enterprises in Vietnam are involved in businesses related to natural resources, 
access to which is under strict control by local authorities. Mr. Hai (case 6), owner of 
an enterprise trading in construction materials recounts his experience in the business: 
Over the years, I‟ve done many different things. In the late eighties, my father, 
who had been a school teacher, quit his job to go up river to collect woods 
from river beds, bringing my siblings and me along. A few years later, a dam 
was built across that river, and we switched to gold making – panning for 
gold, that is. Then we ordered boats (from boat builders) to transport coal 




from northern provinces to Hanoi by the waterways. When the coal market in 
Hanoi encountered difficulties, a friend advised me to open a dock and then 
purchase vehicles to transport materials from the river to inland locations. It 
had been a household business until 2004, when I registered it as a company, 
for the sake of issuing receipts, of having a legal status, and also to expand the 
business. [emphasis added] 
 
In this comment, Mr. L mentions three natural resources: woods, gold, and coal – 
resources which were mentioned time and again by other respondents in the same 
town. These respondents usually do not explicitly mention it as topic, but references 
are found in between their narratives, especially when they talk about the beginning of 
their career. As access to natural resources is regulated by the local authorities, private 
enterprises wanting to access them usually need to work with local officials where the 
resources are located. Even in circumstances where private individuals or enterprises 
access the resources illegally, tacit support from some local officials is usually still 
needed for them to sustain. A local resident at Truc Lam town tells me how two 
prominent private entrepreneurs in his town started their business in the gold-making: 
About entrepreneurs in this town, in the commerce sector there are Mr. Tien 
and Ms Duong, both of whom are in the gold-silver business. More than ten 
years ago, they went up to the mountainous provinces to dig for gold. With 
lucky timing, they went up there and established good relations with officials 
at the local department of natural resources and environment, who helped 
them find a spot to do the dig, and recommended to them people who could be 
hired as workers at low wages. They bought the patch of land, and invested in 
machinery for searching and processing gold. They also traded in gold, thus 




combining production with commerce. Commerce alone would not be cost 
effective or profitable. 
 
IV.  Entering the Market through Developing Symbiotic Relations 
 
As I argue in chapter two, the state in Vietnam, up until recently, has held an 
ambiguous stand towards the private sector. On the one hand, the state sees the private 
sector as a necessity to sustain and develop the economy. On the other hand, the state 
is concerned about the negative impacts that have often been linked with capitalist 
development, which might happen should the private sector grow out of control. 
Thus, the state has been hesitant in supporting the growth of the private sector. 
Translating into policies, this ambiguous political attitude means a lack of pro-active 
measures and resource investment into this sector, thus creating extra obstacles for 
private entrepreneurs to enter and grow in the market. 
 
Against such constraints, an important strategy which private entrepreneurs 
have used is to partner with the state sector and state authorities. Through this, they 
gain access to important economic, legal and social resources to jump-start their 
business. They create markets for their products and services by working as 
distributors, contractors, and suppliers for state-owned enterprises. They also seek the 
cooperation of local officials to gain access to land, which they develop into products 
with new commercial values; access to public-invested projects, to which they offer 
their building services; and access to natural resources, which they use to turn into 
market commodities.  In all these, the ability of entrepreneurs to create symbiotic 
relations – the alignment of interest between their business and their partners is 
crucial in enabling them to enter the market. Even though formal institutional rules do 
not explicitly favor private enterprises, through establishing cooperative relations with 




key individuals in other organizational and institutional fields, private entrepreneurs 
gain the cooperation of these agents to selectively and creatively make use of 
institutional rules to benefit the enterprise‟s business interests. These acts of micro-
level institutional entrepreneurship enable private entrepreneurs to overcome the 
difficulties caused by the segregation of resources among different economic, social 
and political actors in the economy.  
 
In their interaction with state-owned enterprises and state authorities, domestic 
private enterprises do not always enjoy equal power relations. In fact, directors in 
state-owned enterprises and local officials often have somewhat an upper-hand, 
mainly because they are in control of valuable resources. Because of this asymmetry 
in power relations, the private sector is often seen as having to court their partners in 
state-owned enterprises and local state authorities. Private entrepreneurs are all 
contented with this situation. In fact, as expressed in public media as well as by 
respondents in this study, private entrepreneurs often grudge the fact that they have to 
be at the state authorities‟ mercy. They often complain against the high-handedness 
and corruption in the state sector and state bureaucracies (Ngo: 1995). Thus, at the 
same time as private entrepreneurs ask for favors from agents in these organizational 
and institutional fields, and benefit from successful outcomes, they also wish they can 




CHAPTER 5: CREATING A DIFFERENCE 
 
“No one is an entrepreneur forever, only when he or she is actually doing the 
innovative activity.” 
Schumpeter in Aldrich (2005, p. 455) 
I. Introduction 
 
One of the defining characteristics of entrepreneur and entrepreneurship has 
long been associated with innovation (Hebert and Link, 2000). In this chapter, I focus 
on how domestic private entrepreneurs in Vietnam secure their economic success 
through the innovations which they bring to the market, that is, how they differentiate 
their business from what have existed before.  
 
Types of entrepreneurial activities 
 
Entrepreneurs are often engaged a wide variety of activities. These activities 
can be categorized into three groups, corresponding to three aspects of a firms‟ 
operation: market, organization, and product. Market activities are efforts to create 
opportunities for buying and selling. Organization activities involve the creation of 
various organizational capacities, such as expanding production capacity, building 
human capital, acquiring reputation and developing effective management. Product 
activities refer to efforts to develop products and services which can be brought to the 
market for sale. In the following discussion, I analyze and illustrate the private 
entrepreneurs‟ innovations in each of these groups of activity, using examples from 
fieldwork. 






Figure 8: Types of Entrepreneurial Activities 
 
II. Market Activities 
 
Market activities, or market-making, is a crucial aspect of most business 
activities, but is often overlooked in economic analysis (Hamilton & Petrovic, 2011). 
The most familiar of market activities are marketing, advertising, branding and public 
relations. But market activities can include many other dimensions, such as in terms 
of distribution channels, pricing mechanisms, transaction modes, sourcing for 
business leads, customer relations, client relations, etc. The basic idea is to “create 
and maintain a market that is, trading opportunities, for oneself and one‟s trading 
partners” (Petrovic and Hamilton, p. 37). I argue that it is in this area of market-
making which private entrepreneurs have been most successful in finding their niche 
in the new market economy. In the following discussion, I discuss some of the ways 
in which entrepreneurs in Vietnam create and develop markets for their businesses.  
1. Create new Distribution channels 
 
One source of market opportunities that emerges from the economic transition 
in Vietnam has been in the area of distribution of goods and services. During the 
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, most goods and services would reach people by allocation and through 
distribution channels that had been set up by the state and local authorities. This 
resulted in the system of central and local state-owned enterprises which specialized 
in trading activities and which set up across different levels of the administrative 
system.  For example, in the district to which Truc Lam town belongs, there is a 
trading company, which trades in commodities and operates several department stores 
(cua hang bach hoa mau dich) across the district. During the subsidy era, this 
company functioned as a major distribution channel for many goods and commodities 
in the district. 
 
However, the limited number of these trading state-owned enterprises cannot 
cover all possible markets. Moreover, they are not active in developing markets. In 
fact, they tend to limit their activities to basic operations such as transport, ordering, 
storing and displaying, etc. High value-added activities such market information, 
market research, branding and marketing is scarce among state-owned enterprises in 
the commerce industry (Vu & Tran, 2004). This situation provides plenty of structural 
holes for domestic private enterprises to fill in. Indeed, private enterprises in the 
commerce industry have proved to be very dynamic, flexible and market oriented (Vu 
& Tran, 2004). One of the activities which they are good at has been to create new 
and improved distribution channels. 
 
Mr. Hoa (case 1) has been in the commerce business for almost thirty years, 
first as employee at a local trading state-owned enterprise, and then as owner of a 
private trading business. When he first opened his store, he purchased goods from his 
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former employer at a distributor‟s rate. But what he did that was new was to introduce 
new channels of distribution. He ran a private, independent store, the choice of 
location, product range and space layout of which were all decided by him. To 
differentiate himself from his former employer, Mr. Hoa brought the goods closer to 
potential markets, actively promoting the goods, and making them more accessible to 
potential customers. He says of the starting days of his business: 
As a level one distributor, I would go to each location and each residential 
area. I went to the inter-hamlet  exchange points and interaction centers, 
directly supplying the goods. [eemphasis added] 
 
Making use of old contacts and his familiarity with the business, Mr. Hoa succeeded 
in linking existing products to new consumers. He improved the distribution channel 
such that: “consumers wouldn‟t have to travel so far or take so much trouble to obtain 
the goods as before.” As his business grew, Mr. Hoa expanded his client base to 
include smaller retail stores, construction companies, and individual households. In 
relating to these clients, he establishes “familiar and long-term relationships” with 
them. Through them, he gains an accurate understanding of their needs and hence the 
market‟s needs. This enables him to make informed decisions of what goods to carry 
that would be bought by market consumers. This effort to research the market and 
respond accordingly is what was sorely lacking under the old system. It provides 
private entrepreneurs with an opportunity to distinguish themselves from local state-
owned enterprises. Many state-owned retail stores continue to exist, but their relative 
proportion in the market tend to decrease as more and more private stores spring up, 
while state-owned stores generally do not increase in number. Many local state-owned 
retail stores gradually become obsolete, or even have to close down in face of 
competition with private retail stores. 





Because of their competence in developing markets and reaching customers, 
private distributors such as Mr. Hoa have become valuable partners for manufacturing 
firms. I gain this insight from talking to Mr. Minh (case 10), 34 years old, marketing 
director of an equitized state-owned enterprise which specializes in manufacturing 
electrical appliances. The company was founded in the 1960s to support the war 
efforts. After the war, it switched to producing electrical appliances for industrial and 
civil use. The period between the late 1980s and early 1990s was extremely difficult 
for the company, as it had to adapt to the new market economy. In order to survive 
this new era, the company came to the resolution that it had to produce goods that 
meet the market‟s demands. Besides focusing on product and quality, the company 
also needs to develop its distribution networks, especially in rural areas, where the 
majority of its target customers are. In efforts to bring more products to the market, 
the company finds its strategic partners in private retailers and distributors. Mr. Minh 
talks about the company‟s strategy in markets development: 
We develop our market zones through [partnering with] private distributors, 
most of whom are private shop-owners and private enterprises. State-owned 
department stores are not strong enough to compete in the market these days. 
 
Distribution channels run by private enterprises are so effective that Mr Minh‟s 
company has increasingly relied on them instead of their own in-house distribution 
network. Mr. Minh says of the company‟s move towards reducing the number of the 
company‟s own retail branches: 
We used to operate twelve branches that carried our products exclusively. In 
2003, we officially reduced the number of these branches. Instead, we focus 




on developing partnerships with private distributors. This enables us to the 
boost the level of consumption of goods. 
 
Not only are private distributors competent at selling goods, their knowledge of the 
consumer market is also a useful source of feedback for manufacturers, such that 
manufacturers often count on them for market information. Mr. Minh expresses: 
My business ideas sometimes come from talking to the distributors. I have to 
travel a lot to meet these agent stores – to gather accurate information on the 
ground, as well as to express the company‟s appreciation for their work. 
 
2. Adopt modern retail formats 
 
Private enterprises have been quick to innovate on their retail formats. In 
2009, when I did my fieldwork at Truc Lam town and Thanh Binh town, there were a 
supermarket chain, several mini-supermarkets and a wood furniture supermarket in 
these locations, all of which belong to private enterprises. These supermarkets have 
become a prominent icon of modernity – the latest model for aspiring businesses to 
emulate. The supermarket chain, Minh Tam Mart, established its first store in 2002 in 
Thanh Binh town. By 2010, it has opened franchises in several nearby towns, and is 
currently expanding to Hanoi. The owners are a married couple. A local resident tell 
me about these owners: 
The husband used to be a staff at the local state department store. So he has 
many contacts in the commerce business. After the store was closed down 
[because of persisting unprofitability], he went to set up his own supermarket, 
relying on old contacts. The supermarket has a few branches in this province 
and is now even expanding to Ha Noi. 
 




While private enterprises are quick in adopting new retail formats and are bold 
in investing in store facilities to catch up with the time, state-owned department stores 
have not been able to do so. Many of them still operate an old style of „cua hang bach 
hoa mau dich‟ (department store), a format dating back to the subsidy era. I had the 
chance to interview Mr. Phuong (case 8), director of an equitized local state-owned 
enterprise in Truc Lam town. Mr Phuong‟s company trades in commodities and 
operates a chain of department stores in the district. He shares many insights on the 
development prospects of his company, as compared to private enterprises in the area. 
Mr. Phuong realizes the need to modernize the store concept. In fact, since 2004, he 
has been pushing for a plan to invest in upgrading the stores into supermarkets. He 
says: "We need to invest in the buildings and facilities. We need to build super-
markets." In 2009, when I first spoke him, he was enthusiastic about the plan. He even 
showed me a document which he had sent to the district‟s department of planning of 
investment regarding the plan. However, in 2010, when I met him again, he informed 
me that "the investment plan, up to this point, has gone stalemate". The biggest 
difficulty, it appears, is to be able to raise enough funds to invest in renovating the 
store premises. He says of the difficulties that he faces in pushing for the plan: 
The employees
18
 do not support this plan. They are not willing to put in the 
capital. But when presented with the idea of calling for investment from 
outside, they do not consent. They are afraid that if private investors come in, 
they [the long-time employees] will lose their jobs… The owners of a 




 As part of the equitization process, employees of equitized state enterprises are given priorities in 
buying the   shares issued by the company. Consequently the shareholders of these enterprise are often 
made up of many long-time employees of the company. 




supermarket chain in Thanh Binh town have come here before to propose joint 
investment through stock options, but the employees do not consent. 
 
As director of an equitized state-owned enterprise, Mr. Phuong has more incentives, 
as well as pressure, to make the enterprise profitable. According to him: “Previously, I 
could report losses in the accounting report, but now [after equitization], I can‟t report 
losses any more, because if I do I will be replaced.” Despite being made accountable 
for the company‟s performance, Mr. Phuong and other members of the board of 
directors do not have the full autonomy and flexibility to make decisions like private 
companies. This is because the company is still tied to local state authorities‟ 
regulations in certain ways, as the company continues to work with state-owned assets 
such as buildings and infrastructures. The board of directors also has to be 
accountable to a large group of shareholders, many of whom are long-time employees 
of the company. Consequently, as director of the company now, Mr. Phuong has to 
work harder, but with limited autonomy to make business decisions, including 
investment decisions. Mr. Phuong compares his situation to that of private enterprises: 
Successful private enterprises have access to sources of capital. They have few 
employees. Often, they have family members who cooperate together to invest 
in the business. They have full autonomy. 
 
Of the dwindling state of state-owned enterprises in the district, Mr. Phuong says: 
"Formerly there were fourteen state-owned enterprises here, but now there are only 
four that are still in operation. “He gave examples of how the owners of a prominent 
supermarket chain in the area, Minh Tam Mart, have more flexibility: 
Minh Tam Mart is a husband-and-wife enterprise. They network widely, and 
are less constrained. For example, in the recent the price-controlling period, 




they lobbied with the authorities and was granted an interest-free loan worth 
tens of billion dongs to set up a discount store in their supermarkets. They 
have the backing of powerful agents [that is, local officials]. They have good 
relations with the department of commerce, who recommended them to the 
provincial authorities for capital loans.  In last year‟s new-year-festival, they 
were granted 50 billion dongs (USD 2,500,000) in capital loan to stock up 
supplies for the festival. In 2009, they made a proposal to the district‟s 
department of commerce asking for a grant of 2 billion dongs (USD 100,000) 
capital loan to supply essential goods such as kerosene oil, writing paper and 
iodine salt to the mountainous areas. We made the same proposal, but in the 
end, the department of commerce said only Minh Tam Mart and another 
central state-owned enterprise were in the list of recommendation to be 
submitted to the provincial authorities. 
 
The insight provided by Mr. Phuong illustrates how local private enterprises are not 
necessarily at a disadvantage compared to state-owned enterprises. Private 
entrepreneurs often complain about the unfair privileges enjoyed by state-owned 
enterprises. However, according to Mr. Hong, 56 years old, director of another 
equitized local state-owned enterprise in Truc Lam town (case 7): “These privileges 
are only relevant for large central state-owned enterprises which are protected by the 
state. For small local state-owned enterprises such as those in this area, there aren‟t 
any privileges.” Seen from this perspective, private entrepreneurs, by leveraging on 
their flexibility in networking with local officials, may even be in a better position to 
take advantage of public policies and local situations to benefit their businesses. 
 




3. Keeping up with market trends  
 
Private enterprises in the trading business frequently update and expand the range of 
products offered. Their products follow market trends closely. They are also active in 
sourcing for new suppliers. State-owned enterprises, in contrast, tend to stick with the 
same limited range of products for long periods of time. Mr. Hoa (case 1) said: 
We have to constantly expand in order to compete with other enterprises. We 
sign contracts with new factories and manufacturers, and increase the number 
of items such that there are more and more varieties every season. 
 
When Mr. Hoa first started his business in 1985, most of the goods which he sold 
were products of Vietnam. Over time, he brought in imported goods from overseas, 
such as China, Europe and America. Indeed, private traders and enterprises have 
played active roles in bringing import varieties from overseas and spreading them in 
the local market. The wide variety of choices offered by private trading stores makes 
them more attractive to customers than traditional state-owned department stores are.   
 
Besides introducing varieties, private enterprises also adds different categories 
of commodities to their portfolio. Mr. Tien, 40 years old, owner and director of a 
private trading enterprise (case 2), first started in the gold business in early 1990s. 
Over the years, he has expanded his trade activities to include petrol and construction 
materials.  He says of his strategy in business development: “The key is to expand 
boldly. We must not let the business muscle go wasting.” This boldness in expansion 
requires risk taking, which many state-owned enterprises and their employees are not 
willing, do not have the incentive, or do not have the autonomy to undertake. Thus, 
though state-owned enterprises may be endowed with better infrastructure, locations 




and capital, over time they may lose out to the more versatile and fast-growing private 
enterprises. 
 
III. Organization Activities 
 
As entrepreneurs create markets for their products and services, they develop 
organizations that enable them to deliver these products and services. Organization 
activities then function to support market activities. In this aspect, one advantage 
which private enterprises have over state-owned enterprises is that private enterprises 
have more autonomy and flexibility in designing and modifying their organization 
structures to adapt to market conditions. This way, organizations are assets to the 
entrepreneurs‟ market activities. State-owned enterprises, in contrast, often have to 
work with organization structures that date back to the pre-Doi Moi period.  Many 
state-owned enterprises thus have to struggle with elaborate organization structures 
which are legacies of the past. The importance of the founding conditions to an 
enterprise‟s long-term prospects is noted by Supanol, Fischer and Pan (2008), who 
find that the macro-institutional conditions at the time of a firm‟s founding can affect 
the firm‟s performance over time. Thus, the choices made by a firm at the time of its 
founding can be optimal at that time, but they can be liabilities for the firm in the 
future when environmental and institutional circumstances change. In light of this, 
private enterprises have the advantage of founding their organizations when the 
economy has already transited to the market economy, unlike state-owned enterprises, 
which are laden by old structures and state regulations which may hinder them from 
adapting to new market economy. In general, respondents in my study often mention 
that one of the competitive advantages of private enterprises is that they are more 
efficient, effective, dynamic, flexible, and quicker to make decisions than state-owned 




enterprises are. They also have tighter management and leaner organization. They and 
their staff work much harder, for longer hours, and are more outcome- oriented. 
Private entrepreneurs leverage on their ability to maintain lean, neat and flexible 
organizations that can respond effectively to market demands and changes. 
 
1. Efficiency, Flexibility and Ability to make quick decisions 
 
Mr. An, co-owner of one of the largest construction companies in Truc Lam 
town (case 4), identifies the strengths of local private enterprises: “Our strength is that 
we dare carry out actions immediately. We can expedite disbursement of cash for 
work-related expenses, execute the projects early and solve arising issues 
immediately.” He compares this strength of private enterprises with the situation in 
state-owned enterprises: “Private enterprises are dynamic and quick to make 
decisions. State-owned enterprises have many hierarchal layers, so they take a lot of 
time to make decisions." Mr. Bao, 42 years old, co-owner of another construction 
company (case 5) shares a similar view: 
Private enterprises can shorten the time taken to make decisions. They are 
dynamic. In private enterprises, one person does as much work as two or three 
people would in a state-owned enterprise. Private enterprises can reduce 
wastage as they have a lean organization. They do not have as many boards 
and hierarchical layers as state-owned enterprises do. 
 
Mr. Hong, director of a local state-owned enterprise which specializes in construction 
industry (case 7), acknowledges this issue of the hierarchical structure of his 
enterprise, albeit drawing attention to the advantage, rather than disadvantage, of such 
a structure: "Here we have five people in the board of directors. Five heads are better 




than one head. However, the process leading to final decisions can be longer.” 
[emphasis added]  
Having the chance to visit both Mr. An‟s company and Mr. Hong‟s company, 
I observe remarkable differences in the working atmosphere at these two companies. 
When I entered Mr. An‟s company – a home-based office, I immediately sensed a 
fast-paced working environment. The managing director and three other employees 
were then working together in a compact room. Everyone was occupied with their 
work. They talked fast and moved about quickly. For one and a half hour, I saw the 
director himself continuously answering phone calls, instructing staff, negotiating 
with clients, and answering my interview questions – all at the same time. When I 
visited Mr. Hong‟s company - a large building located in the town‟s center, the 
atmosphere was very quiet. I was first received by the chief accountant, who brewed a 
pot of tea and invited me to have a cup. We had a cordial conversation, in the 
company of a local official who was accompanying me to the place. A while later, I 
was directed to the director‟s office. While we talked, a man came to see the director 
for the latter‟s signature on a report. The man was instructed to wait outside until we 
finished the conversation. 
 
2. Productivity and Management 
 
Mr. Bao (case 5), used to work as a technical manager in a large local state 
construction company prior to 2004. In 2005, he left the company to found a business 
with a friend and some relatives in the family. Mr. Bao compares his experience 
working in two different types of enterprises: 




When I was working in the state sector, I would arrive and leave according to 
the formal timing, clocking 8 hours per day, 6 days per week. But in the 
private sector, one work without fixed hours, both days and nights. It is tough. 
 
Mr. Hai (case 6) talks of the niche advantage of private enterprises: “Private 
enterprises have good management capability. They are flexible in mobilizing 
manpower and resources, and they created good incentives in remunerating 
employees.” On the issue of employees‟ remuneration, Mr. Tien (case 2) offers a 
similar view: “Towards employees, salary must be appropriate, agreeable, and 
incentive-giving, such that when there is work to be done, they can work until 9 or 10 
pm.” He elaborates on his management strategy as: 
Our strength is at tight management and competitive pricing. … We control 
finance tightly, ensuring appropriate inflows and outflows of capital. We 
compile a financial report and  a cash-flow balance sheet at the end of each 
day. We close our accounting book at 10pm every day.” 
 
Management is an important factor in helping businesses control costs, determine 
price, and increase profitability and competitiveness. Through raising productivity 
and tightening management, private enterprises differentiate themselves from the 
chronic situation of low productivity and loose management which pervade many 
state-owned enterprises and which plagued the national economy during the old 
central planning era. High productivity and tight management enable entrepreneurs to 
achieve more outputs with less labor. Mr. Huy, 50 years old, is a local official who 
owns of a private pig farm (case 13). The farm raises pigs by contract to a foreign-
invested company, which purchases pigs from farm owners like Mr Huy and then 
sells the pigs to markets in Hanoi. The profit earned by Mr. Huy is the difference 




between his production costs and the fixed price paid by the company for each pig. 
Mr. Huy explains his management of the farm: 
I currently have 1400 pigs in the farm. In terms of management, there are only 
three workers. During the first year, I was not yet familiar with the 
management task, and the workers didn‟t have experience, so we lost some 
money. But as we became more experienced, the work went on smoothly. 
 
By working hard on efficiency, productivity and management skills, domestic 
private entrepreneurs created a competitive niche for themselves in the new economy. 
Coming into the system where the state sector has often been criticized for being 
inefficient, sluggish and stagnant, the private sector  leverages on its strengths to 
deliver products and services which the economy needs, but which the state sector is 
unable to provide, or unable to provide efficiently. The fact that they can get things 
done makes private enterprises an asset to the economy, even to the state-owned 
enterprises, which often has targets to meet, but lacks manpower and organization 
power to do so (Estrin et al., 2006). 
 
IV. Products and Services 
 
Vietnamese enterprises in general have not been very active in developing 
new products or production methods. It is even more so for private enterprises, which 
often start up with limited amounts of capital, and are not likely to invest significantly 
in research and development. Instead, what I observe from the cases in this study is 
the private entrepreneurs‟ tendency to innovate through selective imitation and 
modification of market trends. New products or services which have been introduced 
to a local market are often ideas copied from somewhere outside of the local area, 




such as from overseas or from big cities. Knowledge and techniques are then 
replicated and modified to suit the local market‟s demands and the business‟ 
capabilities. 
 
1. Bringing in ideas from  outside 
 
Mr. Tien (case 2) emphasizes that his business strategy is “to create a 
difference”. According to Mr. Tien, when he first started his gold business in 1990, no 
one else in the whole of Truc Lam and Thanh Binh towns had done it before. His 
narrative reveals that, in 1986, while on a labor exchange program to Singapore, he 
learnt about gold processing. It is probable that this exclusive travelling and training 
experience facilitated his later venture into the gold business. This highlights the 
importance of connection with outside social groups and its correlation with creative 
and innovative activities. According to Burt (2004), people who are connected across 
groups are more familiar with alternative ways of thinking and behaving. New ideas 
often emerge from selection and synthesis across structural holes between groups. 
Thus, people who live in “the intersection of social worlds are at higher risk of having 
good ideas” (Burt, 2004, p. 394). However, having ideas is only one step of the 
entrepreneurial process, because entrepreneurs also have to work hard at replicating 
these ideas in a local context, in particular, organizing manpower and technology 
creating markets for these products. After all, even though knowledge of science and 
technology is important for the modern entrepreneur, it is not in itself sufficient, but 
must be combined with knowledge of market and organization (Metcalfe, 2006). 
 
Mr. Quy, 72 years old, (case 18), is the first person to set up an ice-cream 
factory in his town. In the early 1980s, Mr. Quy, then a retired engineer, grew 
seedlings in his house‟s backyard garden to sell to local farmers. One day in 1985, an 




acquaintance came and asked him to join in setting up an ice-cream factory, as the 
acquaintance had some technical know-how and speculated that it would make a very 
profitable business. To start the business, Mr. Quy and his partner had to purchase the 
necessary machines and ingredients from Hanoi. This required them to travel to Hanoi 
frequently to search for potential suppliers. However, being able to make ice-cream 
was only the beginning, because the harder part is finding customers for the ice-
cream. This process of market-making has been a continuous process, with new 
challenges cropping up one after another over the years. Mr. Quy has many stories to 
tell of his experience in the business, his favorite one being how he successfully set up 
a network of ice-cream vendors who bring his ice-cream to distant villages to sell 
every day. He recounts: 
I had to provide them [the vendors] with foam boxes that could keep the ice-
cream from melting for the whole day. I standardized all these boxes, and 
wrote the name of our factory on it – Kim Quy ice-cream. Even back then I 
already had the idea of having to create a name for our ice-cream, brand-
development as they call these days. Back then, ice-cream sold by vendors 
never had a name. In order to encourage these vendors to take up more ice-
cream, I gave them a guarantee of free return for any ice-cream that was not 
sold by the end of each day. On my part I would just need to melt the un-sold 
ice-cream and use it to make new ones the next day. But the vendors were 
very encouraged, and a while after, people in the villages would insist on 
buying ice-cream only from vendors who carry foam boxes with our name on 
it. 
 




Again, this shows the strategic importance of market-making activities and 
organization skills which enable private entrepreneurs to introduce a new product into 
the local market. 
 
2. Imitation and modification 
 
A large proportion of entrepreneurs in Vietnam have a modest level of formal 
education. That is to say, on average, they are not people with the highest level of 
formal qualifications in the country (Hoang, 2010). They do not have a lot of social 
memory or secondary experience of running private businesses. This is because 
between 1945 and 1985, in the northern part of Vietnam, a centrally-planned 
economic model was practiced, leaving little legal room for the private sector to 
operate. Alterations to this model were practiced on the ground, such as seen in the 
market-oriented practices which emerged spontaneously within state-owned 
enterprises since in the early 1980s (Fforde: 2008). This could have provided some 
training for employees who would later separate from the company to set up their own 
business. Outside of the state sector, there were illegal traders, unregistered household 
business and black markets, which provided another training ground for future private 
enterprises to emerge after Doi Moi. Nevertheless, these training grounds were 
limited, and in general, entrepreneurs emerging after 1985 had a narrow repertoire of 
model practices to follow. In addition, most of them did not have a large amount of 
capital to jump-start a business, though some could have benefited from remittances 
from relatives living overseas (Ha, 2005). Given these resource constraints, instead of 
focusing on developing totally new products, many entrepreneurs develop their 
products and services by way of selectively replicating market trends. The case of Mr. 




Phung, owner of an enterprise specializing in making wood furniture (case 3), is 
illustrative: 
We have to constantly innovate, change patterns, and add in new designs. For 
example: antique designs, modern designs, modern-antique designs, etc. We 
innovate through observing real-life situations, imitating others, replicating 
imported products, and applying modifications to them. 
 
One type of furniture that has become trendy among well-to-do families in the past 
ten years, and which Mr. Phung‟s workshop specializes in, are grand sets of sofas 
made from premium-quality wood, with antique carvings selectively combined with 
modern details. In order to come up with such products, Mr. Phung has to constantly 
watch and learn from new products in the market as well as from the feedback of his 
clients and customers. Besides working on a skill which he acquired earlier on, 
namely, carpentry, Mr. Phung builds his business on his ability to make changes, not 
only in terms of products, but also in the organization of labor and market 
development. In 2005, he experimented with combining the super-market concept 
with traditional furniture products to set up a super-market for wood furniture. It is 
this strategy of selective „imitation and modification‟ that I find prominent in the way 
the domestic private entrepreneurs in Vietnam develop their products and services. 
Innovation through selective imitation and modification enable these entrepreneurs to 
accumulate a repertoire of ideas, practices and models, which are not easily available 










The private entrepreneurs whom I met are people who are constantly on the 
watch for market trends, and who consciously update themselves with new knowledge 
and skills. This mode of behavior enables private entrepreneurs to be market savvy, to 
respond effectively to institutional changes, and to spot new business opportunities as 
both the institutional environment evolves. Mr. Nam, 42 years old, is the owner of a 
transport service company (case 12). Prior to 2000, he worked as a truck driver. With 
borrowings from friends and relatives, he purchased his own vehicles in 2004, and 
undertook contracts to transport goods for clients. In 2007, he opened a taxi fleet, at a 
time when there had not been any taxi service in Thanh Binh town. According to Mr. 
Nam, the idea came to him from his experience working in the transport industry as 
well as from his frequent travelling to big cities. He explains how he learnt how to 
operate a taxi line: 
I learnt from everyday-life encounters. I  tinkled around and found out about 
things on my own. Before opening the taxi line, I spent one month travelling 
around Hanoi and Ho Chi Minh city on taxis,  learning from big-name taxi 
service providers there such as  Mai Linh, Co phan Ha Noi, and a few others. 
[emphasis added] 
 
I note two phrases which Mr. Nam used: „encounter‟ (va cham), which literally means 
collision; and „tinkled around and found out about things on my own‟ (tu may mo tim 
hieu), which broadly means figuring things out and doing research on one‟s own. 
These two phrases are used by several other respondents to talk about how they 
develop their entrepreneurial skills and their businesses. The phrases reflect a mode of 
learning and innovating by the entrepreneurs. While „encounter‟ emphasizes the 




influence of real-life experiences, „finding out about things on one‟s own‟ emphasizes 
self-teaching and self-learning. 
 
While Mr. Nam shows an example of learning from real-life and real-work situations, 
Mr. Tien (case 2) has a more systematic way of keeping himself updated:  
Ourselves we must learn about the laws, such that nobody can charge us 
wrongly.  We need to supplement our knowledge through newspapers, internet 
and legislatures. We must prevent ourselves from being obsolete. For me, I 
often spend my morning watching TV, reading the newspaper and read on the 
internet until 10 or 11 am every morning. 
 
Mr. Tien was trained at a vocational school twenty five years ago, but recently he has 
obtained a Master degree in Business Administration by attending university as a part-
time candidate. Mr. Phuong (case 8) lists the three success factors for an entrepreneur: 
The first factor is knowledge - knowing the inside and outside of the country, 
knowing about business and marketing. The second is experiences – in life 
and in work. The third is having access to capital. 
 
This observation of entrepreneurs‟ learning behavior is, in general, consistent with the 
analysis by Kim (2008), who shows how private entrepreneurs in Ho Chi Minh City 
„learn to be capitalists‟ by continuously watching how others are doing, and then 
adapting this knowledge to their own projects, improvising along the way. However, 
there can be a difference between the case presented by Kim and my study. Kim 
emphasizes how entrepreneurs in her study gain new knowledge through participating 
in social circles and networks. She also comments that these social circles and 
networks are more easily formed, and once formed, are more open to newcomers than 
social circles and networks in the North, specifically Hanoi, are. The author argue that 




this could be a reason to explain why private land developers have emerged in 
significant number in Ho Chi Minh City since the 1990s, but not in Hanoi. As I reflect 
on Kim‟s observation of the characteristics of social circles and networks in Ho Chi 
Minh City, I notice that the entrepreneurs in my study, while emphasizing the 
importance of social networking, also tend to present their business ideas and skills as 
coming from conscious self-learning processes. On the one hand, this could be 
because they were restraining from telling me their other sources of information and 
connections. But on the other hand, it could be a reflection of the more exclusive and 
guarded nature of social circles and networks in northern areas, such that individuals 
who want to access insider knowledge will have to work harder at obtaining 
information. They may also have to seek wider for alternative sources of knowledge 




CHAPTER 6: GROWTH AND TRANSFORMATION 
 
“The most important aspect of modern capitalism is that just as knowledge 
creates further knowledge so entrepreneurship creates further entrepreneurship 
through the institutions of the market economy. That is why economic evolution is 
necessarily endogenous and could not be otherwise.” 




The research questions addressed in the literature so far concern 
entrepreneurial businesses in their early stages in transition economies (Estrin et al., 
2006). However, as these businesses continue to develop, they are likely to undergo 
significant changes. For example, as they develop into mature business organizations, 
they are likely to adopt different organization structures and leadership styles. In the 
case of transition countries, entrepreneurial businesses are often faced with frequent 
changes in institutional arrangements and market conditions. Consequently, 
successful entrepreneurs, over the course of their career, are likely to engage in many 
different phases of innovation is order to adapt to the changing situations, as well as to 
take advantage of new opportunities that arise as the market grows at a fast pace. For 
example, as institutional rules become more comprehensive and stable, 
entrepreneurial activities are likely to focus less on maneuvering around these rules, 
and to spend more innovative efforts in the market place. In the market place, there 
may also be changes in the practice of different types of entrepreneurial activities, 
such as the adoption of more professional market-making techniques, the focus on 




long-term strategic planning, and greater emphasis on research and development as 
the driving force of competition. 
 
Thus, in studying entrepreneurs and entrepreneurship, it is important to take 
into account the chronological development of entrepreneurs and entrepreneurial 
enterprises. It is also potentially interesting to explore the linkages between the 
development of entrepreneurial activities and changes in the institutional 
environment. In the case of transition economies, where entrepreneurial activities 
operate within the context of frequent institutional changes, it can be expected that the 
landscape of entrepreneurial activities will undergo rapid transformations as 
entrepreneurs adapt to and affect changes in their institutional environment. 
Therefore, there is potential for research that studies the growth trajectories and 
transformation process of entrepreneurial activities in transition economies. 
 
II. Practicing Multi-trade 
 
One difficulty which I encountered in analyzing the data collected is that many 
entrepreneurs seem to be doing various types of business – at one point in time as well 
as over the course of their career. At the starting point of their career they did one 
thing and now they are in a different business, chalking up a score of other trades in 
between. Because they change their types of business activities over time, it is 
unhelpful and unrealistic to analyze them as static entities who work in a fixed line of 
business with a routine way of doing things. The entrepreneurs whom I studied are 
highly versatile people who move in, out and in-between different types of activities. 
That there can be such variety in the kinds of activities done by an entrepreneur 
makes problematic a categorization of their enterprise into types of business activities. 
There is also such fluidity in the way they move from one type of business to another 




over time that, if we only focus our analysis on their current formal business status, 
we are likely to miss the historical linkages and transformation aspect of their story.  
 
1. Certificate of Business registration 
 
When I examined the company profiles given to me by the entrepreneurs, I 
was struck by the long list of business activities registered by entrepreneurs in their 
certificate of business registration. For example, the certificate of business registration 
for Mr An‟s company (case 4), which is popularly known as a construction company, 
lists twenty eight activities in total: 
No. Type of business activity or industry 
1 Mining of precious materials (as is permitted by the state) 
2 Quarrying of stone, sand, gravel, clay 
3 Production of non-alcoholic beverages 
4 Production of mineral water, purified bottled water 
5 Production of construction materials from clay 
6 Production of cement, lime and plaster 
7 Production of concrete and cement products 
8 Sourcing, processing and supplying of water 
9 Sewerage and treatment of waste water 
10 Collection of non-toxic garbage 
11 Collection of toxic garbage 
12 Construction of houses 
13 Construction of irrigation and traffic projects 
14 Construction of public projects 
15 Construction of other civil engineering projects 
16 Demolition 
17 Preparing the ground 
18 Installation of water, heating and air-conditioning systems 
19 Furnishing of construction projects 
20 Wholesaling of coal and gas 
21 Wholesaling of iron and steel 
22 Wholesaling of cement, brick, tile, stone, sand, gravel 
23 Retail sale of food, beverages and tobacco 
24 Transport of passengers by intra-province and inter-province buses 
25 Cargo transport by road 
26 Cargo transport by inland waterways 
27 Hotels, restaurants, motels 
28 Restaurants and cafes 




A more compact list, found in the company‟s profile booklet, contains no less than 
seven items, which are considered their „core businesses‟:  
 Construction of residential, industrial, irrigation and traffic building 
projects 
 Manufacturing and trading of building materials 
 Construction and repair of cultural buildings 
 Cargo transport by road and waterway 
 Trade of groceries, stationery and consumer goods 
 Construction of other projects  
 Mining, processing and supplying of water 
 
In 1989, the prototype of this company was a household business, led by two sons in 
the family (who are now founding shareholders and directors of the company). They 
started out with one million dong (USD 50), which they used to purchase one ton of 
construction materials. They stored these goods at a dock yard which had been leased 
out to them by the district people‟s committee, and they sold the goods by deferred 
payment. Later on, as they “developed along with social trends” (quote from Mr. An), 
they borrowed money from the bank to invest in developing the dock into a port, and 
made another business out of sub-leasing the dock space to other enterprises. They 
founded the company in 2004. By 2009, they have registered for twenty eight types of 
business activities (as shown above), with charter capital stated as forty billion dongs 
(USD 2,000,000), all the shares being held by three founding shareholders. 
 
Another example is drawn from Mr Nam‟s company (case 12), which is 
popularly known as a transport service company, but the list of its registered business 
activities runs up to ten items: 





No. Name of Industry or Business Activity 
1 
Transport service in: Passenger transport on fixed routes, Passenger transport by 
taxi, Passenger transport by contract, Passenger transport by bus, Passenger 
transport for tours, Transport of goods 
2 Trade in construction materials 
3 Trade in transport equipment (trucks, excavators, bulldozers) 
4 Promotion service and  tours organization 
5 Trade in cars and other automobile vehicles 
6 Maintenance service for cars and other automobile vehicles 
7 Sale of vehicle parts 
8 Food and beverages  
9 Export and import of items related to the company‟s business 
10 Hotels, restaurants, motels (excluding bar, karaoke and discos) 
 
In 2000, Mr. Nam was a driver when he started his business with four billion 
dong (USD 200,000) used to purchase a truck. The capital was jointly contributed by 
him, his wife and another shareholder. According to Mr. Nam, initial capital was a big 
difficulty, which he got by borrowing from friends and relatives. By 2010, his 
company has had 200 vehicles, 90% of which are cars for the taxi fleet. The 
company‟s charter capital is 35 billion dong (USD 1,750,000). 
 
The list of registered businesses does not necessary mean that the enterprise is 
actively involved in all of them. An enterprise may register to do business in an 
industry just because it meets the criteria to do so, because it needs to carry out the 
activity occasionally, or because its owners consider the possibility of venturing into 
that area in the future. Nevertheless, the list is still indicative of the high level of 
diversification in private enterprises‟ activities over time. This process of 
diversification allows private entrepreneurs to make use of new opportunities which 
arise as the market rapidly develops. By securing a footing in different types of 




activities, private entrepreneurs increase their chance of survival should some types of 
business go out of trend. Private entrepreneurs also hope to enjoy the first-mover 
advantage as they speculate on businesses that may gain momentum in the future. 
This strategy to go for breadth rather than depth reflects both the opportunities 
provided by a fast growing market economy, and the constraints caused by the lack of 





The issue of private enterprises‟ involvement in multi-trade activities 
presented itself again when I examined the biographies which I construct from the 
entrepreneurs‟ narrative. Mr. Chung, 42 years old (case 19), explains what he does: “I 
do all sorts of things. I move things from one place to another. I‟m currently working 
mainly on road construction projects.” As can be inferred from his response, Mr. 
Chung had difficulty categorizing the type of business activities he is in. This is likely 
because he has done a variety of activities over time, one activity leading to another, 
and now though he is mainly in road construction, he is possibly also doing other 
activities on the side to either support his main activity or to maximize profits. From 
other sources, I learnt that before venturing into private business, Mr. Chung held a 
regular job at a public institution. In 2000, he started doing some private business on 
the side of his regular job, dealing in construction stones. Gradually, his side business 
became his main job, and he left his position in the public institution in 2005. 
According to some local residents, he is very active in lobbying with high-level 
authorities to channel public investment funds to the local district. There are also 




rumors that he has a mistress, who helps him access a profitable plot of land, which 
will be used to build residential apartments for sale.  
 
For private entrepreneurs in this study, it appears that their process of change 
from one type of activity to another is often the result of both conscious planning as 
well as changes in the external circumstances. In this respect, I find the case of Mr. 
Long, 40 years old (case 15), particularly interesting. His narrative is the story of an 
entrepreneur who started out as a free laborer at the beginning of Doi Moi, and whose 
career progress closely reflects major institutional changes and market developments 
in Vietnam, particularly with regard to the northern regions. I organize his narrative 
into three parts, corresponding to the different periods Doi Moi. 
 
The early years of Doi Moi – from the late 1980s to early 1990s 
 
Mr. Long was born in a northern province in 1970. In 1988, he started his career by 
going to the South: 
In 1988, at the age of eighteen, I went to the South to work for a construction 
contractor. That was during the hardship subsidy era. I was not pulling through 
with school properly. I left the north for the south to seek work. This boss of 
mine used to work in a state-owned enterprise, but he subsequently left it to 
found a construction team of his own, specializing in building residential 
houses. At that time private construction contractors were not allowed to 
found an enterprise. So it was just a freelance construction team, mainly 
building residential houses. 
 
Shortly into his first job, Mr. Long found out the kind of roles which he would like to 
play: 




In 1989, being trusted by the boss, I was given the task of supervising the 
construction projects which the boss obtained. I was given management and 
leadership roles for a team of about twenty people. I liked it very much. 
Around this same time, I started wanting to do management and leadership 
works. I started to have in mind what I wanted to do. 
 
His first entrepreneurial experience was as a freelance, individual trader:  
In 1991, I returned to the north. Before this, while still in the south, a neighbor 
of my boss in the south had asked me to join him in a trading business. So I 
went home and borrowed 1 million dongs (USD 50) from my parents to do 
trading. My mother gave me a pair of earrings – her marriage dowry. I went 
back to the south, bought dried squids, packaged them into sacks, and brought 
to China to sell. After one year of doing this, I ran out of capital. I took it as a 
tuition fee to learn the trade. 
 
After this trading business ended, Mr. Long went back to the north, intending to 
replicate what he had learnt in the south: 
In 1993, I went home. My parents saw that I was loafing around, so they 
coaxed me into getting married. In truth, when I first returned home from the 
south, I had intended to do construction work, but that didn‟t work out, 
because here was a poor northern village, unlike in the south where people 
were accustomed to working with high technology. So my plan to be a 
construction contractor was unsuccessful. 
 
This experience of Mr. Long reinforces the point about how practices in one location 
often cannot be readily replicated in another location, but must be subjected to the 
local conditions. More theoretically speaking, an entrepreneur cannot succeed in his 




endeavor without “a corresponding change in roles, relationships, and ultimately new 
actions and dispositions in the rest of society” (Kim, 2008, p. 163). These institutional 
changes can happen as the result of time, but they can also be the result of 
entrepreneurs‟ efforts, individually or collectively, to push for them. Mr. Long‟s 
experience also appears to reinforce a popular observation that market developments 
in the north are usually one step behind that in the south.  
 
Mr. Long then did what was in-trend there at the time - a non-farm household 
business: 
Together with other members in the family, I went to borrow money from the 
bank to buy a grinding machine to grind stones to make construction 
materials. My hometown is known for its abundance of stones. The siblings in 
the family joined force to work at it. 
 
New family connections then facilitated Mr. Long in trying out other business 
opportunities: 
Eventually I got married, to a friend‟s sister who stayed nearby. My father-in-
law had a business in trading construction materials. He founded a private 
collective in 1990, right after private collectives were allowed to open. With 
his help in borrowing 10 million dongs (USD 500), I built a brickyard. 
However, due to inaccurate survey and insufficient research, the soil ran out of 
clay, and  the brickyard had to be closed down. I was in debt by ten million 
dongs. In 1994, I joined my father-in-law in the construction materials 
business. I worked as a driver to transport the materials to the clients‟ shops or 
construction sites. While doing this, I observed that there were people who 
purchased their own vehicles to collect materials from household producers 




before selling them to construction contractors. Thus, in 1995, instead of 
renting one as I had done previously, I purchased a truck of my own. For this 
purchase, I had to borrow around 50 million dongs (USD 2,500). Gradually, as 
the business grew, my career in the mechanical execution business (nghanh co 
gioi) started to form. 
 
The way in which Mr. Long observes and replicates the emerging market trends 
which he spots from his immediate working environment is a pattern which runs 
through his career development. In order to replicate these trends, Mr. Long has to 
look for business partners and create business partnerships, which is a challenge in its 
own right, but probably even more so in the context of northern Vietnam, where 
social circles and networks have been highlighted for their closedness and 
guardedness, especially when compared to southern regions. Mr. Long‟s talent at 
social relations greatly helps him create a market for his services: 
Through supplying materials for construction projects, I got into contact with 
the contractors, who were then mostly state-owned enterprises in the 
construction industry. I established relations with these contractors such that 
when they had a big project, they would hire me as a sub-contractor. 
 
While undertaking this new business, Mr. Long continued working on other past 
activities: 
Around the same time, I stopped purchasing rocks from mines. Instead, I 
tendered for the quarrying of a mine which had belonged to a state-owned 
enterprise. In 1996 and 1997, my father-in-law‟s collective changed its status 
to that of a company. It was one of the first private limited companies in the 
province. I worked as the vice director there for some time. By this time, I 




already had my own truck to transport construction materials. I had started 
working for my own. I have accumulated enough factors to become the owner 
of an enterprise. 
 
The late 1990s 
 
With the gaining of these “factors to become the owner of an enterprise”, Mr. Long 
ventured into another type of activity which was then emerging into a pattern. This 
pattern is characterized by the alignment of interest between officials in state 
institutions and business actors in the market: 
In 1998 and 1999, I travelled to Hanoi. I had an acquaintance, who is a relative 
of an official in a government ministry. This official wanted to open a 
company that would undertake projects coming out from the ministry. When 
this company was founded, I was one of the three founding members. We 
made profits at the end of the first year. We dissolved the company in 2000 
due to disagreements in spending and dividing of profits. Working in many 
different places and at many different jobs is part of my life‟s success. 
 
The  2000s 
 
Since the early 2000s, the Vietnamese state-party has adopted a more positive 
attitude and pro-active approach towards promoting the private sector, acknowledging 
it as an integral part of the national economy. The New Enterprise Law, designed to 
encourage the development of the private sector, was implemented in 2000. Perhaps 
partly in response to this institutional change, and partly riding on his own growing 
capacities, Mr. Long, like many other private businesses then, „founded‟ his company: 




In 2000, I founded Long Thanh corporation with 300 million dongs in capital 
(USD 15,000).  I tendered for construction projects in different provinces. I 
purchased a car to travel to these places. With the profits made, I invested in 
purchasing shovel dozers to develop a mechanical execution company. The 
profit for the first year was four hundred million dongs (USD 20,000), the 
second year was one billion dongs (USD 50,000), and the third year was ten 
billion dongs (USD 500,000). 
It is to be noted that Mr. Long did not start doing business in 2000. His career in 
private businesses started years before that, in the early 1990s, though not in the form 
of registered companies. Following the changes in laws in the 2000s, the number of 
registered enterprises in Vietnam has been observed to increase significantly. This has 
sometimes been interpreted as the result of changes in legal institutions (Le, 2008). 
While this interpretation may be valid to a certain extent, the fact that many 
enterprises which were registered during this time had actually been involved in 
private business activities well before that suggests that the change in legal 
institutions can also be interpreted as the act of legitimizing and institutionalizing 
what had been developing on the ground and in the market.  
Since founding his company, Mr. Long has continued to catch on with new 
waves of market developments: 
In 2004, I charged into urban estate development, which was just coming into 
trend then. Before that, I had worked as a contractor to investors, but this time 
round, I played the role of investor myself. I invested in an urban residential 
estate that is being built in the provincial city of my hometown. 
After this detailed narrative, Mr. Long sums it up: 




So to summarize the process, I started as a producer of construction material, 
then become a buyer of these materials from other household producers and 
sell them to construction contractors. As I purchased truck to transport 
materials, my mechanical execution business (nghanh co gioi) started to form. 
I worked as a sub-contractor for construction state-owned enterprises, then 
contractor, and now investor. 
 
Currently, Mr. Long is the director and owner of a group of companies operating in 
different but inter-related businesses. Besides being the investor and builder of a 
residential estate, he continues his past activities of supplying raw materials, tendering 
for construction projects and undertaking sub-contractor works. The latest news is that 
he is venturing into overseas markets, exploring opportunities to partner with overseas 
clients in the Southeast Asian region to supply them with construction materials in the 
future. Mr. Long is probably the most successful entrepreneur among those in this 
study. Starting out as a freelance construction worker, he continuously picked up and 
replicated new business practices. By way of examining his career development, we 
can see reflections of state policies and how they bear influence on private 
entrepreneurs‟ behavior over time. Studying the historical development of 
entrepreneurs and entrepreneurial enterprises allow us to learn about organization 
growth, enterprise development, and their interaction with the institutional 
environment. The next part of this chapter discusses some common patterns found in 
entrepreneurial enterprises‟ growth trajectories. 
 
III. Growth trajectories 
 
From analyzing the chronological development of private entrepreneurs and 
enterprises in this study, I find some common patterns in the growth of these 




enterprises, which have been in operation for at least the last five years and which are 
considered as successful cases by local officials and residents. Firstly, the 
entrepreneurs expand their businesses over the years, not only in terms of sales 
volume and number of employees, but also in terms of product range and level of 
diversification. This can be illustrated by examples presented in the previous sections 
of how a business could start with less than USD 100 in the late 1980s to become one 
with charter capital equivalent to millions of US dollars by the late 2000s. Secondly, 
private entrepreneurs grow from being need-driven to opportunity-driven. Many 
entrepreneurs, especially those who emerged in late 1980s and early 1990s, started 
doing private businesses with the primary aim of earning enough to live by. As they 
grow bigger, they move beyond this aim to focus on exploring new opportunities to 
maximize potential profits. Mr. An (case 4) expresses: 
At the beginning, the aim was to get out of poverty. We sold a truck-load of 
sand in order to have enough money to buy rice, after subtracting the amount 
paid to hired workers. In those past days, doing business was a spontaneous 
thing, as the subsidy era transited to the market economy. Now, the aim is to 
bring about profits for the family and the society. 
 
Beyond the need-driven and opportunity-driven dichotomy, which has been argued 
should be used to distinguish between entrepreneurship and self-employment (Rona-
Tas & Sagi, 2005), entrepreneurs are driven by other factors, such as Mr. Long (case 
15) expresses: 
I love my career. I‟m very proud of it, I‟m proud with the village people that I 
can get things done, I‟m a boss, I do mental work… The money earned is not 
only for spending, but it‟s also the issue of competing in terms of capability. A 
cock gets worked up at another cock‟s crowing (con ga tuc nhau tieng gay), 




someone can do it, why not I. Someone can obtain a project of this size, I also 
want to obtain a project of that size. Striving, working for the praise. By now, 
there are even people who do things because they are coaxed into it, for 
example, someone would come to them and say you should go into this, and 
this...  Since small I have already wanted to stand out, wanted to win… God 
seems to want human beings to always strive. 
 
Thirdly, many entrepreneurs start the business with themselves working as the main 
employees. As the business expands, they start employing others. The fourth pattern 
is to grow from informal business establishments, such as a freelance trader or a 
household business, to formal enterprises, such as private limited or joint stock 
companies. The fifth pattern is the shift from labor-intensive activities, such as simple 
processing of raw materials, to capital-intensive activities that involve expensive 
machineries and equipment. The sixth pattern has to do with changes in the 
enterprise‟s role in market relations, such as from being contractors to being investors. 
The seventh pattern is regarding changes in private entrepreneurs‟ relations with other 
economic actors, such as from holding client-patron relationships with the state sector 
and local authorities to developing symbiotic relationships with them. The eighth 
pattern is regarding changes in the role of the private sector in the economy, from 
playing minor roles to becoming an integral part of the economy. 






Figure 9: Growth patterns of private entrepreneurs and private enterprises 
 
 
In general, successful entrepreneurs strive to grow and expand their business 
over time, with the aim of increasing profits, capital and market share. To enable this 
growth, private entrepreneurs employ a strategy which can be termed as the process of 
capital accumulation, investment, expansion and diversification. In fact, growth and 
expansion can be crucial factors to the very survival of a business. The next part of 
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IV. Capital accumulation, investment, expansion and diversification 
1. Capital accumulation 
 
One of the key challenges for private entrepreneurs in Vietnam has been the 
lack of capital. Vietnamese private entrepreneurs often start out with limited amounts 
of capital, usually through family savings, borrowing from friends, acquaintances, and 
other informal sources of credit, though some also benefit from remittances from 
family relatives living overseas (Ha, 2005). Borrowing from banks is another option 
used by some entrepreneurs, though access to formal sources of credit is not always 
easy to obtain for private entrepreneurs. As a result, they often start small, and then 
expand gradually, using retained earnings for re-investment activities. This approach 
to capital is embodied in the phrase „to do as far as the amount of available money 
currently allows‟ (co toi dau lam toi do), which is mentioned regularly by respondents 
in this study.  
 
For example, Mr. Hoa (case 1) started out as a level one distributor. As a level 
one distributor, he would stock up small amounts of goods from larger distributors 
and sell them to direct consumers. As sales volumes increased, at the end of each year 
he was able to save up enough capital to stock up larger quantities of goods for the 
next year, hence moving up the distribution ladder. At the time of my interview, Mr. 
Hoa was looking to raise enough capital to invest in expanding his shop space into a 
supermarket for home furniture. According to Mr. Hoa, it is through this gradual 
process of saving and re-investing on a regular basis that his business has grown over 
the years. This gradualist approach is also espoused by Mr. Tien (case 2), who 
comments on the development prospect of Vietnamese entrepreneurs as: “Not to 
breakthrough suddenly, but from the small and fragmented going up.” 






Investment is an integral part of starting and running a business. For Mr Long 
(case 15), his first investment is in purchasing large quantities of dried squids to 
package and sell to traders in China. The capital for this investment came from his 
mother‟s marriage-dowry earrings. That was during the early 1990s, when the level of 
saving among the public was dismally low. As the years went by, the amount of initial 
capital needed to break into the market has increased considerably. In the case of Mr. 
Nam (case 12), the initial amount of capital he needed to start his transport service 
business in 2000 was 400 million dongs (USD 20,000). Owning a truck marked a 
breakthrough point in his transition from being an employee to a self-employed 
person with ownership of production tools.  
 
There are other businesses that require even larger amounts of initial capital. 
For example, in the case of Mr. Huy (case 13), the amount he needed to build a farm 
that met the standard of the foreign company whom he would supply the pigs to was 
over 1 billion dongs (USD 50,000). That was in 2003. By 2010, the cost of building 
such a farm has gone up to 10 billion dongs (USD 100,000).  According to Mr. Huy, 
the amount capital he used came from his own savings as well as borrowing from 
banks. 
 
As their businesses become more established, and also as the result 
institutional changes, access to formal sources of credit such as banks have become 
easier to the entrepreneurs. Mr. Hai (case 6) talks about his experience: 
The main difficulty I had during the start-up was capital. I first borrowed 200 
million dongs (USD 10,000) from the district‟s agricultural bank, telling them 
that I would use it to buy coal, but in reality I planned to use it to buy a truck. 




When they discovered about that, I had to return them the money, and then 
had to mobilize capital from other sources. But now that my enterprise is the 
biggest in this hamlet, banks actually want me to borrow from them. Now I 
usually work with an investment and development bank in the nearby town. 
 
On their part, entrepreneurs also increasingly relied on formal sources of credit as 
their need for capital grows in terms of amount and frequency. 
3. Expansion and Diversification 
 
Continuous capital accumulation and investment allow entrepreneurs to 
expand. For example, in case 3, Mr. Phung started with a carpentry workshop in 1989, 
himself being the chief worker. Later on, he expanded the market for his products 
from his immediate town to cover other towns and big cities. In 2005, he opened a 
supermarket for wood furniture. This means an expansion from an artisanal household 
business to a formal company which combines production with wholesale distribution 
and modern retailing. 
 
Besides expansion, many entrepreneurs have also diversified their range of 
business activities. In fact, most cases in my study have diversified more than once 
from their initial activity. Regarding their future development plans, entrepreneurs 
usually told me how they contemplate venturing into new „trendy‟ businesses. Mr. 
Kien (case 9) talks about his ambitions: 
I have big ambitions, not only in the area of construction which I‟m now in, 
but also developing petrol stations, restaurants, paper factories producing 
items such as tissue paper and toilet paper. I want to expand not only within 
the domestic market [but also going to overseas market]. 




Mr. An (case 4) considers clean vegetable farming and building primary schools as 
potential business areas to go into. Mr. Huy (case 13) has other muses: “In the future, 
I also hope to be able to process wastage from the pig farm for use in growing flowers 
or compress it into gas to sell to the market. 
 
As private entrepreneurs continue to expand their businesses and diversify into 
new business areas, they are likely to become less dependent on old ties with the state 
sector and state authorities. Instead, they are likely to be more autonomous as 
economic actors. Especially with the state sector not performing up to expectations, 
the role of private entrepreneurs as dynamic agents in the new economy has been 
increasingly prominent. The growth of the private sector contributes an important 
factor to explain the change in the state‟s view towards it over the years.  
 
V. Changing Dynamic and State's Response 
1. Changing Dynamics 
 
A change has occurred in the relations between entrepreneurs and the state, 
and between entrepreneurs and other economic actors. This change can be traced to 
three inter-related factors. The first factor is the growth of the private sector, the 
driving engine of which is private entrepreneurs. Through their actions and strategies, 
particularly in the area of market development, private entrepreneurs have contributed 
significantly to the making of the new market economy in Vietnam. The second factor 
is the relative under-performance of the state sector. On the one hand, the state sector 
continues to be an important pillar of the economy. In 2005, the state sector 
contributed about 30 percent of GDP. State investment to this sector, meanwhile, 
accounted for more than 50 percent of total investment. However, both state 
investment and the state sector have been recognized for their inefficiency. Corruption 




has been widespread in the handling of state investment (Vo, 2008). State-owned 
enterprises also tend to limit their activities within their designated, traditional fields. 
The third factor has to do with the state‟s concerns over the effects of globalization, 
brought about by Vietnam‟s increasing integration into the international economy 
(Vo, 2008). There are concerns over the prospect of being dominated by foreign 
capital and the issue of trade deficits, which could potentially be offset by the 
presence of strong domestic producers. 
 
Taken together, the domestic private sector has gained an increasingly 
stronger footing in the economy. Entrepreneurs may start out playing supporting roles 
for the state sector and taking up activities in non-strategic industries, as intended by 
the state. But through working with the state sector and state authorities, they have 
managed to tap into important types of resources, with which they use to expand and 
diversify their business. Through their active participation in the market, they become 
important actors in the shaping of market institutions, hence contributing to 
legitimizing the role of the private sector and private entrepreneurs in Vietnam. Their 
role in the economy also enables them to have greater influences in the making of 
non-market institutions. 
 
As they become more established and successful, private entrepreneurs 
become more confident in expressing their wish to see changes in state policies.  In 
the course of their conversation with me, entrepreneurs, especially the more 
established and successful ones, sometimes deviated from their neutral stance and 
lamented the shortcomings they perceived in the political-economic system. Mr. Long 
(case 15), for example, expresses his view: 




Politicians who have managed to reach the positions they are at now have no 
experience in doing business. They understand nothing about the private 
sector. That‟s what I mean by the separation between economics and politics. 
Compare with Korea – the current prime minister used to be owner of a 
private enterprise! 
 
He articulates the changes he would like to see as: 
My opinion of the macro economy is that we need national brands that can be 
exported overseas, and not just selling natural resources or trading within the 
domestic boundaries. In Korea, they have international brands such as 
Samsung and Hyundai – we need to export overseas in order for the country to 
become rich. The state should focus on developing a group of brands the likes 
of Korea‟s Samsung and Hyundai. 
 
Mr. Long even hypothesizes the things he would do if he were the prime minister:  
If I could be made the prime minister, or given authority to change the system, 
I would increase the salary of civil servants by 10 times the present level. I 
would also hold qualification exams for these positions. With such 
mechanisms, they [the civil servants] would not have to wait for the „small 
envelop‟ [that is, bribery] to make their living. It would make people strive 
hard to get into those positions, without the need for corruption money. They 
would have to work well, or risk being fired. 
 
2. State’s Response 
 
One of the concerns which the state has regarding the growth of the private 
sector is its potential domination over social and political life. But with the state 




sector under-performing on the one hand, and the prospect of being dominated by 
foreign capital and being negatively affected by globalization processes on the other, 
the state has slowly but increasingly come to view the growth of the local private 
sector as a necessary choice to make. The growth of the private sector has not only 
become a natural development, but also a desirable thing for the state. With 
acknowledgement of these circumstances, the state and its para-political organizations 
have made efforts to promote the entrepreneurial identity, with particular emphasis on 
defining values which are desirable of entrepreneurs.  
 
An example of the state‟s efforts to define the entrepreneurial identity is the 
promotion of “the entrepreneur culture” (van hoa doanh nhan). This concept of “the 
entrepreneur culture” emphasizes the values which are socially desirable, such as 
integrity, social responsibility and patriotism (Tran, 2008). In 2002, the Entrepreneur 
Culture Centre (Trung tam Van hoa Doanh nhan) was set up within the Vietnam 
Chamber of Commerce and Industry (VCCI). In the words of the centre‟s director, a 
renowned writer in Vietnam (writer Le Luu), the aim of the center is: 
Besides praising and honoring, we hope to build, together with entrepreneurs 
and enterprises, a basis of cultural norms and standards in doing business and 
interaction, in the way of thinking and doing, for people from a vegetable 
seller on the pavement, a street vendor, to a businesswoman in a high-class 
hotel, or a businessman on an airplane, how to talk to each other, what 
gestures to make, in order to be called a cultured person, how to become a rich 
and elegant. (Le , 2007) 
 
Also, according to the director: 




A cultured entrepreneur needs to have four elements: Heart – Talent – Intellect 
– Courage (Tam-Tai-Tri-Dung). When there is „heart‟ there is moral, when 
there is „talent‟ there is vision, when there is „intelligence‟ there is force, and 
when there is „courage‟ there is uprightness. Many such entrepreneurs will 
form a professional community, who practice morality in all their social 
relations, and above all, is a sense of responsibility of a citizen to the country, 
with vision that goes beyond the petty and fragmented, beyond the sole search 
for profits. (Le, 2007 ) 
 
Besides promoting cultural identity, the party-state has also made efforts to include 
entrepreneurs in the decision-making process and increase their political 
representation in such institutions as the parliament and the communist party. One 
respondent in my study, Mr. Chung (case 19), was explicitly recommended and 
encouraged by the local communist party cell unit to attend political enrichment 
classes as a preparation for joining the party.  
 
Thus, the state might have been hesitant at supporting domestic private 
entrepreneurs. However, through their efforts at negotiating with social structures, 
domestic private entrepreneurs have pushed their way through to become important 
players in the economy, thus affecting changes in the state‟s view towards them, 
which can translate into changes in legal and political institutions. One salient 
sociological concern for entrepreneurship has to do with the statement that 
“Entrepreneurs can both reproduce and challenge the existing social order” (Aldrich, 
2000, p. 451). Many studies have touched on the first aspect of this statement, that is, 
how entrepreneurial activities reflect the framing effects of institutional conditions. In 
this chapter, I have explored the second part of the statement, that is, how 




entrepreneurial activities can affect changes on existing social structures and 
contribute to institutional change. 
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CHAPTER 7: CONCLUSION 
 
I. Summary of research process and findings 
 
This thesis starts with the observation that the topic of entrepreneurship has 
received remarkable attention from national policy makers and international 
development agencies over the past couple of decades. This phenomenon can be 
observed in both developed and developing economies. Within the field of 
entrepreneurship studies, a branch has been developed to study entrepreneurship in 
transition economies. Transition economies are characterized by momentous changes 
in legal and political institutions over short periods of time, which are usually 
followed by rapid changes in socio-economic institutions. This characteristic makes 
transition economies ideal cases to study institution formation and institutional 
change. In places where the transition involves a shift from a non-market to a market 
economy, the burgeoning of entrepreneurial activities has become a distinctive feature 
of these places. The development of entrepreneurship and its possible linkages to 
changes in other institutions, particularly legal and political institutions, raise complex 
questions regarding the interaction between these different institutions. On the one 
hand, changes in registered entrepreneurial activities have often been seen to follow 
changes in legal and political institutions. On the other hand, it is argued that socio-
economic developments on the ground play an important role in pushing for political 
and legal changes, thus making political and legal changes the result of, rather than 
the cause for, socio-economic changes. In order to study this complexity of 
institutional change, it is useful to bring in the role of social actors, who, in their 
various roles and capacities, are both makers and followers of institutions. It appears 
that, underlying changes in institutions is a continuous process of negotiation and re-




negotiation between social actors and their institutional environment, and between 
different groups of social actors in a society. Social actors do not simply follow 
institutions unconsciously, but they can also make use of institutions in personalized 
and creative ways in order to achieve their goals and objectives. In this way, 
institutions are not always constraints, but can also be made into useful resources for 
social actors. 
 
These issues are explored in my study of entrepreneurs and entrepreneurship 
in Vietnam. I view entrepreneurs as social actors, and entrepreneurship as activities 
carried out by entrepreneurs. Entrepreneurship involves the combination of existing 
resources in new and creative ways to produce products and services that can 
speculatively be sold at profit-yielding prices. Entrepreneurship is also about creating 
markets and market mechanisms, as well as about creating organizations which 
function as actors for the entrepreneurs in the market. This involves processes of 
founding the organization, developing its capacities, and growing it over time. The 
different ways of defining entrepreneurship contribute to a more comprehensive 
understanding of the multi-faceted characteristic of entrepreneurship. 
 
Vietnam is a case study where there is an economic transition from a central 
planning to a market economy, but without an ideological transition to capitalism, 
making it to some extent different from the case of post-socialist economies in 
Eastern Europe. The influence of socialism on the Vietnamese leadership causes the 
party-state to hold a cautious view towards the growth of the private sector. This 
ideological influence is manifested in the conceptualization of a socialist-oriented 
market economy as the „customized‟ model for Vietnam‟s new economy. In this 
market economy, the state continues to involve itself heavily in managing the market. 




One important way in which the state manages the market is by controlling the 
distribution of resources through means of institutional rules and regulations. 
Consequently, many resources necessary for business founding and business 
development are concentrated in two organizational fields – the state sector and state 
authorities. The private sector is less privileged in its entitlement to many types of 
resources. As entrepreneurship involves the combination of resources, access to 
resources is integral for entrepreneurs to realize their business ideas and to create 
competitive organizations. The institutional arrangements designed by the state thus 
have constraining effects on the emergence and growth of the private sector. 
However, in order to understand the private sector that nevertheless emerged and 
developed in Vietnam, it is necessary to look not only at the constraints but also at the 
opportunities that arise out this situation. From my study of twenty successful 
entrepreneurs in Vietnam‟s northern and northern-central provinces, I identify three 
patterns in their strategies which can account for their success since the start of Doi 
Moi.  
 
Firstly, private entrepreneurs establish partnerships with the state sector and 
state authorities (especially local state authorities). This facilitates their access to 
resources and entry into the market. Through establishing symbiotic relations with 
key agents in these organizations, private entrepreneurs create markets for their own 
products and services. Secondly, private entrepreneurs leverage on the innovations 
which they introduce to the market, through their market-making, organization, and 
product development activities. In terms of market-making activities, private 
entrepreneurs are active in creating new distribution channels, adopting modern retail 
formats, keeping up with market trends. Through their efforts at market making, local 
entrepreneurs fill in the market vacuums generated by the transition process and 




thereby contribute to the making of new market institutions. In terms of organization 
skills, entrepreneurs build their competitiveness on their flexibility, efficiency, and 
management capacities. These are values which the state sector perpetually and sorely 
lacks. These values enable the private sector to be an asset to the economy, even to 
the state sector. In terms of products and services, private entrepreneurs‟ modes of 
innovation exhibit strong elements of selective imitation and modification. They 
closely watch market trends and replicate existing models. This mode of innovation 
enables private entrepreneurs to accumulate their repertoire of practices, making up 
for their lack of experience and familiarity with the new political economy. Thirdly, 
an essential strategy accounting for their success is their engagement in a continuous 
process of capital accumulation, investment, expansion and diversification. Over time, 
they grow bigger, expand their range of products and services, and diversify into new 
business opportunities. As they do so, they gain more autonomy and influence in the 
shaping of economic and political processes. 
 
I discuss institutional entrepreneurship as one aspect of entrepreneurship that 
is present in both mature market economies and transition economies, but with 
remarkable differences in the way it is practiced in these two groups of countries. 
Specifically, institutional entrepreneurship in transition economies such as Vietnam is 
practiced by entrepreneurs on a regular basis, and in two types of institutional spheres 
– the market sphere and the non-market spheres This is different from the situation in 
mature market economies, where institutional entrepreneurship in non-market spheres 
is limited to powerful and organized actors, while individual entrepreneurs mostly 
focus their innovative efforts in the market sphere. Another source of differences is in 
the types of institutional entrepreneurship activities which are prevalent in the two 
groups of economies. In terms of institutional rules, entrepreneurs in Vietnam usually 




do not aim at changing them or creating new ones, but mostly at making use of 
existing rules to the best of their individual interests. This often means micro-practical 
institutional arrangements being made on a case-by-case basis. In terms of market 
institutions, whereas entrepreneurs in mature market economies focus more on 
product and service development, entrepreneurs in Vietnam focus more on market–
making activities. This is partly due to the advantage of a newly developing economy 
and partly due to the lack of resources and incentives to invest in long-term research 
and development activities. 
 
Over the years, the Vietnamese state‟s view toward the private sector has 
become more positive. Even though economic resources are still distributed in favor 
of the state sector, at least in terms of ideological resources, the state has shown 
increased support for the private sector. Part of this change in the state‟s stance can be 
accounted for by the performance and potential of the private sector, whose active 
participation in the market makes them important players and contributors to the 
market economy in Vietnam. However, this factor needs to be taken in consideration 
together with other factors, such as the relatively under-expectation performance of 
the state sector, concerns over the prospect of being dominated by foreign capital, and 
concerns over the negative impacts caused by the country‟s increased integration into 
the world economy. To the extent that entrepreneurs and entrepreneurship has 
received greater attention and encouragement by the state, the case of Vietnam 
exhibits a trend similar to what has been happening elsewhere in the world. More 
research is needed to make sense of this phenomenon. Nevertheless, I attempt to make 
a couple of conjectures here. Firstly, the importance of combining and re-combining 
of resources into new products with new values has become an important issue to 
national development strategies today. This should be seen in relation to the function 




of capital in today‟s world economy. Secondly, though each state may have different 
reasons for why it wants to promote local entrepreneurship, there is commonality in 
states‟ view of domestic entrepreneurs as important allies in efforts to buttress the 
national economy against the increased mobility of global capital, as well as to boost 




One limitation of this study is that it does not make the distinction between 
entrepreneurs who founded their business at different time periods. As has been noted, 
the case of transition economies such as Vietnam is characterized by continuous 
changes in institutional conditions. The institutional conditions at the time of an 
organization‟s founding can have significant impacts on its long-term development. 
Thus, it is possible that entrepreneurs who found their business during different 
periods of time may exhibit differences in their strategies and the importance they 
allocate to each strategy. A closer examination of the time when the business was 
founded and when a particular strategy was applied could have yielded more details 
about the interaction between the institutional environment and the entrepreneurs‟ 
actions. 
 
Another limitation is related to sample representation. Even though 
entrepreneurs studied for this research are involved in a variety of business activities, 
because of the small sample size, it is certain that the sample has excluded 
entrepreneurs in other types of business activities. In particular are entrepreneurs who 
are involved in export-oriented activities, such as enterprises which manufacture 
consumer products to overseas markets. It has been noted that manufacturing private 
enterprises in Vietnam may prefer to compete in international markets rather than to 




compete head-on with state-owned enterprises in the domestic market (Hakkala, 
2007). The similarities and differences between strategies adopted by export-oriented 
and domestic-oriented entrepreneurs are potentially interesting issues which this study 
has not been able to explore. 
 
III.  Implications for future research 
 
This study emphasizes the role of agency in studying entrepreneurship. It 
highlights the importance of analyzing both structural constraints and opportunities in 
examining entrepreneurial strategies. Many studies have focused on the institutional 
conditions that can affect entrepreneurial growth. However, what have been 
overlooked are the ways in which entrepreneurs interact with institutions and 
institutional rules. Understanding this dynamics between entrepreneurs and their 
institutional environment contributes to a better understanding of the type of 
entrepreneurs and entrepreneurship that has emerged in Vietnam over the past twenty 
five years. 
 
As institutional conditions in Vietnam and around the world continue to 
change, it remains to be seen how entrepreneurs as a social group continue to develop 
in Vietnam. As entrepreneurs grow in number and importance, their approach to 
institutional entrepreneurship can potentially change. But at what rate and in what 
directions this change will happen can only be speculated. Some questions that can be 
of interest for future research are: Will powerful interest groups be formed to 
influence the making of institutional rules? At the level of market institutions, what 
can induce private entrepreneurs to engage in research and development activities and 
to produce more value-added products? Another potential research interest is the 
linkage between entrepreneurship and capitalism. So far, the state has tried to exert 




control over capital resources and capital markets. However, it is questionable 
whether the state will be able to do so in the long-term, and whether the private sector 
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Appendix: List of Key Respondents 
 
Note: The names of all respondents, enterprises and towns have been changed to preserve the identity of the respondents. 
 















1 Mr. Hoa 50 Male Former 












Truc Lam town  
2 Mr Tien 42 Male Free labor Owner and 
Director 
1990 Private  Private 
Limited 
Company 





Truc Lam town  
3 Mr Phung 51 Male Carpenter Owner and 
Director 




trade in wood 
furniture 
Truc Lam town  
4 Mr. An 40 Male Free labor Co-owner and 
Vice-Director 











5 Mr Bao 42 Male Former 






2005 Private Joint Stock 
Company 
Construction Truc Lam town  
6 Mr Hai 44 Male Free labor Owner and 
Director 






Truc Lam town  
7 Mr. Hong 56 Male Long-time 













Construction Truc Lam town  
8 Mr. Phuong 52 Male Long-time 


















Truc Lam town  
9 Mr Kien 38 Male Free labor Owner and 
Director 












10 Mr. Minh 34 Male Long-time 





of board of 
directors 









Thanh Binh town  






Trade in steel, 
Assemble steel 
products 
Thanh Binh town  









Thanh Binh town  




contract with an 
overseas-based 
company  
Thanh Binh town  
14 Ms Khang   Female Former 





2005 Private  Joint Stock 
Company 
Transport service Thanh Binh town  
15 Mr. Long 40 Male Free labor Owner and 
Director 




Hai Duong city 

















the past fifteen 
years 





17 Mr. Son   Male Graduate from 





2002 Private Private 
Limited 
Company 
Construction Hong Ngoc town  
18 Mr Quy 72 Male Former 




Owner  1985 Private  Household 
business 
Manufacture and 
sales of  ice-
cream 
Thanh Hoa city 
19 Mr. Chung 40 Male Former 











Thanh Hoa city 
20 Mr Duy 48 Male Former 






2000 Private Private 
Limited 
Company 
Construction Lao Cai city 
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